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FEDERAL EMPLOYEE ASSISTANCE IN A REDUCTION
IN FORCE

TUESDAY, JUNE 5, 1973

U.S. IToust oF REPRESENTATIVES,
CorryrrrEe oN Post Orpice ANp CIVIL SERVICE, -
SUBCOMMITTEE ON RETIREMENT AND KMPLOYEE BrNErITS,

W ashington, D.C.

The subcommittee met at 9:35 aam., in room 210, Cannon House
Office Building, Hon. Jerome R. Waldie (chairman of the subcom-
mittee) presiding.

Mr. Warpms. The subcommittee will come to order.

Today the Subcommittee on Retirement and Employee DBenefits
begins a series of inquiries into the cffects of military base locations
on affected civilian Federal employees and their communities.

If present Department of Delense plans take cffiect, within the
fiscal year 1974 between 25,000 and 80,00 employees will have
chosen cither to retire or to shift their work location so that they
ean maintain their Federal cmployment. Those who de not take ad-
vantage of these options will be unemployed until they find guitable
jobs in the private sector. In some cases, periods of unemployment
may be protracted, since the regions of the country negaftively af-
fected by the recent base closing announcements already have rather
serious general unemployment problems.

There are many problems which flow from the closing of military
bases. A compassionate government must concern itself with finding
employment for those whose jobs are affected, and it should male
cortain that personal income simply does not cease. The Federal
Government should shield local unemployment insurance systems
from excessive loads. It should also make certain that health in-
qurance benefits are guaranteed at a level which would prevent
catastrophe if heavy 1llness overtook the family of a newly unem-
ployed Trederal worker. TBut these arc only parts of a larger picture.

A community which has a large number of civilian defense em-
ployees, and whose economy has always been dependent to some de-
orec on the location of a military base will have some serious adjust-
ments to make when the base is closed. Real estate markets soften
when large numbers of houses become vacant because Federal workers
move all at once to find jobs. The housing construction business
suffers from this same effect. Local merchants find that their sales
fall off, at least for a short period, and the community’s tax base
suffers. Impact aid to school districts which lose military bases
dlows and then ccases entirely—even while the pupil population
remains about the same. ‘

tl)
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These are not problems of small importance, though they are
often reported as mere adjustments in some statistical index of our
national quality of life. In reality, a small State like Rhode Island
faces the worst economie crisis in its history—and many communities
and individuals may be in similar straits.

The purpose of our examination over these first days will be_to
find some way to minimize the interplay of possible negative conse-
quences on individuals and communities as tho readjustment from the
Vietnam mobilization takes place. We have a distinguished group
of witnesses from whom we expect to derive some kind of standard
against which to measure the performance of the Government in
these arcas in the months and years ahead.

As a related matter, T have introduced ILR. 7781, a bill to provide
special assistance and benefits to Federal employees involuntarily
separated through reductions in force, and for other purposes. This
bill would take account of the needs ot any Federal employees whose
Jjobs fall victim to the need for greater cconomy in government. It
would offer readjustment allowances, job training and counseling,
relocation allowarces, early. retirement; provisions. and the continua-
tion of health care benefits. This bill is particularly important now,
when there is underway a general reduction in the size of the Federal
work force. These hearings focus on military base closings and their
related effects as the best, not the only example of the need for
Government action to mitigate the side effects of the actions it takes
to achieve economy and good government.

The first witness is Mr. Seymour Melman, professor of industrial
engincering of Columbia University and natioral cochairman of
SANE.

Your prepared statement will be included in the record in its
entirety, after your oral testimony and the questioning of the sub-
committee members.

STATEMENT OF SEYMOUR MELMAN, PROFESSOE. OF INDUSTRIAL
ENGINEERING, COLUMBIA UNIVERSITY, NATIONAL COCHAIR.
MAN, SANE

Mr. Mrrman. Congressman Waldie. T wish to compliment, if I
may, you and your colleagues for undertaking an inquiry into this
subject. Tt is not the first inquiry into these matters of ‘conversion
from military to civilian economy, but it is one that focuses on the
issue, especially the issue of base closing and its effect at a time when
there may be an opportunity for a fresh view of these mattors,

Thank you for accepting the statement that I presented which T
submit with the attached exhibits. The exhibits, T believe, include
a considerable amount of valuable background material for apprecia-
tion of the problem of conversion of a military base personnel and
facilities to civilian activity.

Mr. Chairman, there are two essential requirements for such con-
version operations. The first is advance planning and the second is
local responsibility. Their importance is not diminished, in fact it
is highlighted, by the fact that neither of these two requirements

have been met until now by any of the efforts pursued in this field.
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Advance planning is indispensible because there is no known
method for coping with the provision of new employment op-
portunity for the thousands of men and women except by thoughtful
advance attention to this problem.

In the absence of such planning, the record of many, many base
closings in the past shows that even the most vigorous efforts pursued
on an ad hoc and emergency basis result in a scattering of effocts,
result in great residual hardship to individuals and to the communi-
ties involved, and characteristically leave a less than satisfactory
result, even where positive economical alternatives of -various sorts
had been devised.

Secondly, on a matter of local responsibility. Without delving into
the deep issue of centralism as against decentralism, it remains that
on a pragmatic basis no one knows how to do central planning in
getail for the 500 major military installations inside the United

tates. ’

That can only be done by people sharing rosponsibility and auth-
ority in the particular localities. That is the best opportunity for
marshalling the local specific data and for bringing to bear the
oversight of persons who are most intimately concerned with the
future of the community that is involved.

T wish to emphasize that these problems of conversion are old
problems and neglected problems. In fulfillment of what I consider
to be a public responsibility, I could not appear here without under-
scoring to you the reasons why this responsibility for economic con-
version has been thus far neglected by the members of Congress and
by the Executive.

First, there is the national belief that war economy, military
economy, is a good thing and that it is necessary, indispensible for
economic well being,

A second consideration is the assumption that has pervaded in our
country that the cold war will endure for an indefinite future. The
truth of the matter is that the cold war, unlike other military engage-
ments, has had no definable termination as part of the understanding
of its characteristics. Nevertheless, the assumption that this will
endure indefinitely has had an important effect in making it seem
unreasonable and unnecessary to do forward planning for conversion.

A third factor: Members of Congress have been themselves pro-
fessionally, personally involved in arranging for the location and
continuation of milifary base activities. Members have become in-
volved in the function of sales representatives for local communities
and for the people involved.

Tourth, the executive branch has pursued a policy of aggressive
prevention of conversion planning and discouragement of local
responsibility.

In my prepared statement——-

Mr. Warpie. What was your fourth one? I missed that.

Mr. Mrtman. The executive branch of the Federal Government
has pursued a policy of aggressive prevention of conversion planning
and of local responsibility.

Mr. Warpie. I presume you will now elaborate on those points.

Mr. Mrrman. May 1%
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Mr. Warpie. Yes, They are conclusions that you will now sub-
stantiate. '

Mr. Mrrumaw. The latter point is, I believe, of very special im-
portance. The single most significant attempt to file legislation on
the conversion problem was the onc that appeared in 1964 when
parallel legislation was filed beth in the Senate and in the House.

In the Senate it was filed by Scnator George McGovern,  co-
sponsored with 30 other members, and in the House it was initiated
by Bradferd Morse, by William Fitts Ryan, again with the co-
sponsorship of numerous members.

What happened to those bills in 1964 is of moment today. Hearings
were held before the Commeree Committee of the Senate on May 25
and June 22, 1964. At these hearings, to which public witnesses were
not invited, representatives of the principal departments of the
executive branch presented testimony. That testimony was uniformly
hostile to the proposed legislation, which was designed to set up a
National Economic Conversion Commission and to induce nation-
wide conversion planning at all levels by all sectors of the economy,
and to invelve the Governors of the States, the officials of localities
and various private groups in such planning.

The concept herc was rather similar to the one that was utilized
at the end of the Seecond World War, when in 1944 and 1945 a
national effort for what was then called reconversion planning was
spearhcaded by the Federal Government. That reconversion planning
played a very important part in smoothing the changeover from a
wartime to a peacetime cconomy.

The history of the hearings on Senate 2274 included especially
important testimony, both in length and in guality, by Cyrus Vance,
the Deputy Secretary of Defense, who argued that this legislation
was unnecessary at the time.

Since the record of that hearing is available, may I dwell on some
collateral aspects that arc not generally available.

One year ago I became concerned, on reading those hearings, with
understanding what had happened at the time. For example, it
seemed odd to me that such eminent members of the executive branch
would appear at a hearing whose total duration was not more than
6 hours 1n two sessions and on behalf of a bill that did not reccive
extensive testimony and which was uniformly opposed by the execu-
tive branch from the White House down.

Tresh Heht on this subject was available from a reading of the
Pentagon Papers, and I refer here to the Bantam edition published
in 1971 by The New York Times. On the same day of the first day
of these hearings, May 25, 1964, the record of the Pentagon Papers
records the completion of the draft Congressional resolution on
Southeast Asia, which draft resolution subsequently became the
principal part of the text of the Tonkin Gulf Resolution.

Furthermore, the record of the Pentagon Papers, all editions,
shows that prior to that first date of hearings and until and after
the second date of hearings, June 22, 1964, there was an accelerating
process of military-political planning for military-political opera-
tions in Vietnam and elsewhere in Indochina.

TFurthermore, the record of those papers shows that the principal
administration spokesman at the 1964 conversion hearings from the
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Department of Defense, Messrs. Cyrus Vance and John MeNaughton,
were major participants in that process of military-political plan
ning. Thus, the Gravel edition, of the Pentagon Papers, volume 5,
containing a name index, shows on pages 13 and 19 of that index
the extent of participation by Messrs. Vance and McNaughton.

Cyrus Vance and John McNaughton therefore knew in full detail
of the military planning for the operations that were being escalated
in Vietnam. They came to these hearings to oppose planning for
peace, being fully aware, as major participants, of the planning for
war.

The reasons that they gave to oppose the planning for peace did
not include any statement or reference to the inappropriatencss of
that planning in view of the fulsome attention being given to the
planning for war.

In my prepared statement, Mr. Chairman, T indicated that in my
judgment the manipulations practiced by the executive branch in
squashing a legislative effort to plan for peace constituted a con-
spiracy against the American people. I noted that it is a bitter fact
that Senator Magnuson, Chairman of the Commerce Committee, and
his associates thereafter, intended or not, collaborated in this oper-
ation by failing to bring this bill out of committee to the floor of the
Senate for an open vote.

There is a fifth factor with respect to the prevention of conversion
planning, again a factor which causes this committee to meet, and
that is that there was established in the Department of Defense
around 1962 or 1963 an Fconomic Adjustment Office and later under
President Nixon an Interagency Committee on Economic Adjust-
ment.

These groups were specified as being available to help local com-
munities make an adjustment from, say, a military-basc-serving ccon-
omy to a civil-serving economy at a time when that adjustment
scemed to be required. They have done that, and T am sure that this
committee can hear witnesses from these agencies who will give the
record of their performance in fulsome detail.

Two crucial clements have been missing from their efforts in the
past, are missing now, and may be depended upon to be absent in the
future, and that is these groups have not encouraged advance plan-
ning by these communities. Second, they have not encouraged the
kind of local responsibility and control which is an indispensible re-
quirement of such planning.

Furthermore, it is an incongruity that such a unit, whatever its
modus operandi, should be located in the Department of Defense
rather than in a civilian economy oriented agency of the Federal
(Government,

The consequence of all this, Mr. Chairman, is to produce economic
shock effect whenever military base closings or modifications are
proposed.

Mr. Warpte. May I interrupt you a moment. Ts there a similar
effort, minimal as it might be, to consider adverse consequences to a
community from the closing of a defense installation, not a military
base. but the fact that it is totally oriented toward defense and war
production ?
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Mr. Meraran. The conditions are similar.

2ir. Warpie. But is there an agency that has that responsibility

Mr. Mrryan. There is no agency, and it is this unit again

Mr. Warpie. The Ecdnomic Adjustment Agency?

Mr. Meraran. Yes, siv. The record of their activity shows that they
have been asked to appear, and they have appeared, bringing in rep-
resentatives of other branches—of other agencies of the Federal Gov-
ernment to assist in local situations where, for example, certain major
military-industry units have closed down, where ammunition plants
have closed down. Obviously, they have not attempted to intervene
where there have been major military-industry cutbacks. )

Afr. Warom. Before you go on, T wans to clarify in my own mind,
is this the only agency of which you are aware in the Federal Gov-
ernment that has any responsibility toward this problem, whether it
be a military base closing or a defense industry closing?

Rir. Merman. The only other agency which formally may be said
to have a responsibility in these respects is the Kconomic Develop-
ment Administration of the Commerce Department.

Mr. Warpm. But that would be a peripheral responsibility; that
is not their primary responsibility ¢

Mr. Mermax. It has not been given to them as a primary responsi-
bility, and my recent information is that that agency or major parts
of it are being curtailed.

Mr. Warnie. But thus far, am I correct in assuming that the Eco-
nomic Adjustment Agency, or its successor in the Nixon Administra-
tion, is the only agency or group in the Federal Government whose
exclusive responsibility is to deal with this problem, the adverse im-
pact on communitics of closings?

Ar, Alerazaw, That is correct.

r. Warote. Mr. Moakley has arrived since we started. If you have
any questions.

AMr. Moagrry. No, Mr. Chairman. I was very interested in the
sitnation, but I will have to leave shortly.

Mr. Warpie. Please feel free to interrupt any tims you desire.

Mr. Mrraan. As evidence of the shock effect upon diverse com-
munities from the closing of military bases in the absence of advanced
planning and in the absence of ordered local responsibility, may I
submit for the record the article of June 8, 1973, in The New York
Times entitled, “Adjusting to Closing of Military Bases.” It includes
in capsule form a serics of reports from various States.

Further, Mr. Chairman, may 1 underscore that if these conditions
are to be altered, then one cruecial requirement is a change in attitude
by members of Congress or by the executive branch.

T recard a change in attitude by the executive branch as not to be
expected in the foreseeable future. I recall a visit to the Office of
Teonomic Adjustment in 1963 during which I asked: “Why doesn’t
this office encourage or require military-industry communities or mili-
tary-industry industrial organizations to plan for the contingency of
going to civilian work?”? The response that I received was that Gen-
eral LeMay would not like these groups to be thinking about other
things than the Air Force or the service to their military clients.

While I understand that policy out of their self-interest, it under-
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scores the importance of removing the function of facilitating eon-
version to a civilian economy from the Department of Defense.

Mr. Warpre. May I interrupt a moment here, too? It is not directly
on yeur point, but thinking about the general thesis of your com-
ments, it scems to be that our deficiency is when we convert from a
military to peacetime economy that there are greater adverse im-
pacts. But what about other activities of the Iederal Government
where we are the major employer by contract, such as Lockheed ? If
you shut down the Liockhced plant, or Doeing, and decide not to
build the SST, you may throw Seattle out of existence. That is a
civilian respousibility, a civilian economy. :

Would your proposal involve the Federal Government having any
responsibility for a city when you discontinue a Federal nondefense
contract? ,

Mr. Merman. Mr. Chairman, the two requiremonts of advance
planning and local responsibility would go very far to mect the
requirements either of the military-industry or the bases problem.
In addition, there are plausible ways of cushioning the shock to those
individuals that might not be taken care of even in the best laid con-
version plans.

Mr. Waroie. Some of the biggest locations would seem to me to be
in the civilian sector. Bocing is one, the SST, and Lockheed in Cali-
fornia is the other, when wo decided the issue should we loan them
money to remain in existence, and they maintained that their prob-
lems were due to deficiencies in Federal contracts. Those werc peace-
time production contracts.

Mr. Mrrman, Mr. Chairman, the record of cost maximization that
prevails in military-industry firms has rendered these organizations,
ag institutions, incompetent to function in the civilian economy.
Therefore, your query opens up a related set of problems, namely,
what can be done for the people involved if their institutions are
organeizationally incapacitated from making the move to civilian
- work ? '

Mr. Warpir. I am inclining to believe at this early stage in these
hearings that we ought to assume the cushion of last resort, no matter
what be the cause of the unemployment.

Mr. Mermaw, I am prepared to comment on that cushion of last
resort, Mr. Chairman, in concluding these remarks.

‘When the Members of Congress decide to break their position of
being professionally responsible for employment in their districts
through DOD grants, contracts, and base facilities, and when they
are prepared instead to encourage and facilitate local planning and
local responsibility for a durable civilian economy, then it will be
possible to legislate for those purposes.

For example, advanced planning can be required ; second, it can be
encouraged ; third, it can be given appropriate standards of quality
by setting national criteria for the performance of these functions.

For example, by requiring that alternatives for local economy be
examined; by requiring that the planning indicate the capital re-
quirements of alternatives and the employment consequences of alter-
natives; third b :

Mr. Warpte. How can a member of Congress from Rhode Island
eive up his advocacy of employment for his constituents, no matter
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what the source of that employment is, when they are out of work?
They are out of work. With Rhode Island being shut down, due to
defective planning in the past, what does that congressman do?
Does he say, well, that is okay, because it was a mistake to have oper-
ated Rhode Island as a defense installation over the years—and it
has been a mistake—but what does the congressman confronted with
an administration decision to shut down Rhode Island now do, in
your theory?

Mr. MELMaN. He can proceed in one of two fashions.

One, he can assume continued responsibility for finding and allo-
cating military-industry and military base work for Rhode Island.

Secondly, he could conceivably assume, to put it tluntly, that what
had been done until now requires major modification and that the
only course for a durable civilian economy for Rhode Island is
locally planned and locally responsible civilian cconomic develop-
ment in the name of which it is still possible at this juncture to take
various steps to encourage and facilitate that.

Thirdly, the member of Congress from Rhode Tsland would have
to face the fact that he bears a responsibility for the economic debacle
in the shape of his own fallure to participate until now in the ap-
propriate planning and local responsibility steps. He can encourage
those moves now and pass legislation that would cushion the impact
on individuals through a period of changeover.

Mr. Warpre. But until such time as that cushion is provided, would
he be acting irresponsibly to insist upon the maintenance of the de-
fense installations upon which his constituents have to pay the bills
and raise their kids?

Mr. MeLman. The question is, Mr. Chairman, who is he being re-
sponsible to? If his primary responsibility is to the people on that
DOD payroll, then he fulfills that responsibility by getting them
onto that payroll again, no matter what the other effects.

It his primary responsibility is to the rest of a community and to
the viability of the 17.S. ceconomy as a whole, then the requirement
of his action is to enter into the necessary steps to convert to civilian
cconomy,

Mr. Warpm. Then he has a responsible position to advocate base
closing on a gradual basis, not a precipitous basis?
vanced planning.

Mr, Mermaxn. Every closure is precipitous where there is no ad-

Mr. Warpme. That is the situation we are confronted with now.
Admittedly, it has been a disaster and a tragedy, but is it a greater
disaster or a greater tragedv to have 5,000 families cast aside without
any income than to have them tending a base every day, not doing
anvthine but drewing on the Defense Department’s budget ?

Mr. Merarax. If the matter is put sharply, then the welfare of the
economy as a whole is best served by maintaining these people eco-
nomieally at whatever minimum level.

Mr. Warpte. No law does that now, is that correct?

Mr. Merman. That’s correct.

Mr. Warpre. What does the congressman do that is confronted with
this ad in the papers, saying, “We can’t take it, Mr. President? We
all voofed, but now you are putting the responsibility for the goof
all on us.”
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Ten’t that true? It has been a national mistake, but the responsi-
bility for the mistake is falling on the Rhode Island fellow who is
trying to put his kid through school and go through the most sympa-
thetic family situation that we arc casting aside because it is a na-
tional mistake. )

We participated in the mistake in Antioch, Calif., but the dislo-
cation of the mistake is not going to be borne by any of my consti-
tuents.

Mr. Merax. In the last decade, that mistake has been repeated at
least 500 times over. -

Mr. Warore. I agree. o

Mr. MrLaax. If that is acknowledged, then the requirement is to
ask what assumptions have been made in pursuit of that consistent
mistake, as you call it; and second, what changes do you make now.

Mr. Warpie. I am ready to accept all your arguments, that the
policy has been wrong, the intentions have been wrong, but I am
Tooking for solution, both long term and immediate, for Rhode Island.

What is the immediate solution for Rhode Island?

Mr. Murman. I propose an immediate solution in a three-part
movement.

First, that the function of facilitating planning responsibility be
placed in the hands of a civilian agency of the IFederal Government
forthwith.

Sccond, that this planning and pursuit of local responsibility under
Federal standards be pursued swiftly.

Turther, that for the cushioning of individuals, the Congress in-
quire into the formulation of a defense cmployees bill of rights. That
bill of rights should include practical measures to cushion a family
through a period of changeover where their work and income is no
Tonger attached to a military base or other military installations.

Thus. such a bill of rights could include a minimum income pro-
vision. I noted in my prepared statement that one base line for a
minimum income provision is the social welfare standard that pre-
vails in a particular state. Other provisions can include money for
occupational retraining where necessary.

Second, money for family relocation.

Third, provisions for mortgage and allied credit payment mora-
toria. There is a precedent for that, Mr. Chairman, in the steps taken
during the Great Depression for various moratoria on mortgages and
aimilar credit payments.

A scries of steps along those lines would be a visible act of re-
sponsibility toward the people who are put out of their former work
in military bases or military-industry. T can think of no more con-
structive act by members of Congress than this combined response for
the longer term and for the cushioning of individuals.

That’s my principal proposal, Mr. Chairman, to the query that you
raised, but I underscore again that this can happen if and only if the
responsibility of the Members to the ads such as you show, and to the
Thosts of local committees for saving our base, is to say the time has
come to look after oursclves locally, with Federal assistance, with
planning in a thoughtful way, and to do this all in the understanding
that the Members of Congress are prepared to see to it that indi-
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viduals not accounted for in new economic plans will be cushioned
beyond through a changeover process. I think that is & maximum
and responsible approach by members of Congress.

I have come here and I have responded to ycur questions, Mr.
Chairman, without assuming that such steps will ba taken. That is to
say I have yet to see the evidence that Members of Congress arc
prepared to withdraw from a primary posture of being sales agents
for Defense bases and military-industry firms and the like.

However, T wish to make a further effort in constructive Tesponse
to this kind of problem, because I have the estimate that at some
time Members of Congres will favor this change. They will see that
other approaches are not feasible and that it would be a ereat boon
to them as Members to be relieved of this kind of burden. That burden
puts them in a client relation to one agency of the Federal Govern-
ment, the Department of Defense, which they arc otherwise obliged
to regulate and control. Being relieved of that burden improves their
position to fulfill the constitutional function for which they take
offices in the Congress.

There have been many hearings, Mr. Chairman, in the Congress
and various committees on economic conversion. T am sure 1T have
attended at least 10 of them ds a witness. There has been no response
to the issues that you have raised in your questions. The members
have preferred to keep the old relationship. If youa want a respon-
sible response to people who are going to be discharged from their
military base employment then you are obligated Mr. Chairman, to
take a lead in proposing legislation for planning with local responsi-
bility, for Federal encouragement, and for a defense employees bill
of rights to cushion the residual effects on individuals,

Mr. Warpte. Do you find anything inconsistent with the Congress-
man’s responsibility when he acts as a salesman for peacetime in-
dustry dealing with the Federal Government ?

Mr. Mermax. My recollection of the reading of the Constitution
of the Tnited States daesn’t bring to mind any clause that would
even remotely imply such a function by Members of Congress.

Mr. Warpte. Do you mean that you don’t think that it is a Tespon-
sibility of the Congressman to try to procure a Federal contract for
a major employer in his district—a, peacetime contrect ?

Mr. MELmaN. It is not a proper responsibility of Congressmen. T
appreciate that under the customs and practices that have grown up-
under the name “logrolling,” securing public works——

Mr. Warpie. What about grants to educational institutions in his
district or community, or action grants under OEQ? Is that a func-
tion of the congressmen ?

Mr. Mermaw. No sir, T do not think it is. Tt is not a proper central
professional function of the members of Congress to act as procurers:
of funds, grants, contracts, or special favors to their districts. The
consequences result in all manner of anomalies and inequities.

For. example, diligent members of the press have called attention
to the otherwise unexplained movement of military installations,
headquarters establishments and the like to the districts of members
who have in the recent past become chairmen of certain committecs.

Mr. Warnte. No question. T was merely asking about peacetimes
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responsibilities at this point. Is there any sense in a black Congress-
man secking to get governmental facilitics located in his congressional
district to provide employment for his constituents who have been:
ignored because they have always had a white Congressman who got-
it elsewhere?

Mr. MeLmaN. Mr. Chairman, I hold the view that it would be
proper for your hypothetical Congressman to plead the case that
there be no discrimination on grounds of race in the allocation of
such Federal grants or contracts or what.

Mr. Warpm. Beyond that, he has no responsibility to seek their
location in his district of those facilities?

Mr. MErmax. I judge, Mr. Chairman, that the development of the
principle of responsibility by the Members of Congress to perform
this task has resulted in a warping of the capability of the Congress
to function on the behalf of the national interest.

Mr. WarpiE. Who should make those decisions? Just the exccutive
branch? They should determine where all the military installations
should be?

Mr. Murman. No, sir. For cxample, in the recommendations I
have made in my statement and previously in this discussion, I have
called attention to the importance of standards of criteria for such
planning for local responsibility.

Mr., Warpm. But who decides where a base should be located ¢

Mr. MermaN. Suppose the principle is laid down that in the malke-
up of a local community group to do planning for conversion of a
base facility or an industrial-military facility, such Committec shall
bo representative of the diverse economic and other groups of the
community, however that may be phrased. It then becomes the obli-
eation of those implementing that Act of Congress to perform in
that fashion.

The Congress, by sctting that rule, lays down a major constraint
or requirement for the decision-making, the detail of which is dealt
with, is implemented by persons in the Executive Branch. In that
way, the Congress indeed takes in fact a major part in the decision-
making, but the Members of Congress do not become involved indi-
vidual by individual, community by community, base by base, plant
by plant, union by union.

Mr. Warpie. But the xccutive Branch does?

Mr. Murmax. Yes, sir, they do, subject to the constraints set by the
Members of Congress.

Mr. Warpme. Those constraints exist now. Aren’t there general
guidelines? Nobody pays much attention to them, but thoy exist, For
example, there are guidelines about where bases should be located,
though not as to when they should be closed down. I am really just
trying to get a colloquy going here. T gather your assumption is that
the maldistribution and the discontinuation of defense establishment
facilities is essentially the result of actions by the Congress. My own
conviction is that that is not so clear, but your solution is to remove
Congress from that role.

Mr. Mrrman. Mr. Chairman, T would say that if the Members of
Congress would set the rule that military bases shall be located on
the basis of well-defined criteria, be they military criteria or be they
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economic cost criteria, then that would have the effect of placing a
burden of proof at the minimum on the members of the Executive
Jranch who do that detailed allocation.

In the present case, for example, there would be quite a burden of
proof on the Department of Defense to explain how it is that therc
1s the special concentration of military base closures in the State of
Rhode Island. But at the present time the members of the Executive
Branch, in this case the Department of Defense, are under no con-
straints, they are under no limits, they are under no rules of per-
formance for this base location function.

Mr. Warpme. Mr. Hogan, do you have some questions?

Mr. Hocaw. I have no questions, Mr. Chairman.

Mr. Warpm. Professor, if you have more, pleass continue. 1f not,
we will call Mr. Clewlow, the head of the agency to which you have
been referring, of the Department of Defense, and then call you
back, if you would like.

Mr. Mrrman. I have concluded my testimony.

Mr. Warom. Why don’t you remain, though, if vou don’t mind, to
listen to Mr. Clewlow and Mr. Shechan, and we may very well want
to ask some additional questions of you.

Mr. Mrr.maN. Certainly.

Mr. Warpm. Thank you very much. Thank you for your patience
and tolerance.

[ The prepared statement submitted by Mr. Melman follows ]

PrerARED STATEMENT BRY SEYMOUR MELMAN

(Professor of Industrial Engineering, Columbia Vuiversity ; Vice
I'resident. New York Academy of Sciences; Co-Chnirman, SANE;
author, Qur Depleted Socicty, Holt, Rinehart, Winston, 1965 ; Penta-
gon Capitelism, McGraw-Hill, 1970; ed., Conversion of Industry
From Military to Civitien Economy (a series) Pruaeger, 1970 : ed., The
War Hconomy of the U7.8., St. Martins Press, 1971; Planning for
Conversion of Military-Industrial and M Witary Base Facilities, 1972)

Within the United States 1 million federal civilian "employees and 114
million uniformed military personnel are locited on 500 major military bases.
These bases are dispersed throughout the states of the union and involve
payrolls of $10 billion per year to military employees.

The military base system and the pattern of competition for securing and
maintaining the location of these facilities in particular districts and states
has proceeded on the basis of specific military, economic and national policy
assumptions. It has been assumed that it is necessary and proper for the
United States to design and operate armed forces appropriate to conduct one
nuclear war and two conventional wars at the same time. Further, it has
been assumed that these armed forces are necessary and proper not only for
deterring possible external attack on the United States, but also for estab-
lishing “world hegemony” by the government of the United States and an
accompanying Pex Americana (U.S. Army 1965 contract proposal). That is
why approximately %, of the T.S. military budget during the last decade has
been devoted to the General Purpose Forces and the gystem of military bases
at home and abroad (the bases overseas are in about 36 ccuntries and number
more than 400 major installations).

These military policy assumptions are summarized here since they con-
stitute the policy basis for the design of armed forces and hence the system
of required bases. ‘

Heonomie assumption: military bases have come to be regarded as a
Dermanent part of the national economy and in particular of the econoniies
of the communities and the’ states where they are located. They are regarded
as an economic hoon, putting money into circulation and stimulating local
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trade, local real estate values and the local level of living. Unseen in this
perception is the degree {o which military bases, like all other military activity
constitute a net drain on the civilian economy as a whole. For these instal-
lations and their operations, whatever else their desired function, do not
contribute either goods or services to the level of living of the society, nor
to the means of production for the fabrication of further goods or gervices.

Even a very large military gystem undergoes change including changing
requirements in the military basc system. That is certainly the case at the
present time and accounts for the announcement by the Sccretary of Defense
on April 17, 1973 detailing the consolidation, reduction or closing of 274
military base installations in the United States. (Note that this includes many
smaller bases not counted in the 500 major bases noted above.)

The problem of what may be done to facilitate civilian adjustment by the
people working in and around military bases is a major aspect of a larger
problem of conversion from military to civilian economy. 1 have prepared a
comprehensive analysis of the principal requirements for Planning for Con-
version of Military-Industricl and Military Base Facililics. A paper ol this
subject was prepared for the Economic Development Administration of the
U.8. Department of Commerce and is herewith made available to this com-
mittee.

The problems induced by the closing and readjustment of various bases as
announced by the Secretary of Defense in 1973 are but one part of a larger
problem: the problem of economic conversion in the perspective of major re-
duction of the size of U.8. armed forces. Such major reduction can come about
under two conceivable circumstances: first, as the United States changes its
own foreign policy perspectives and withdraws from goals of “world hegemony,”
Pax Americane and the associated preparations for the conduct of a proces-
sion of Vietnam-type wars; second, reduction in the size of armed forces can
take place as international agreements are concluded and implemented for
mutual reduction of armed forces under agreed timetables.

It is entirely possible that ingredients of these two policy change factors
will be involved in a foreseeable future. The size and character of General
Purpose Forces are subject to major change by single-handed decigion of the
United States on its own policies. So too are the Strategic Forces (with their
massive overkill). Both the Strategic and the Gencral T’urpose Torces (like
those based in Western Europe) are likely to be affected by international arms
Jimitation or disarmament agreements. In response to either or both forms of
policy change there is bound to be major impact on the necessary gize and
character of the military base system in the United States, thercby raising
the problem of conversion from military to civilian work.

The clemental requirements for conversion of ruilitary bases to civilian uses
are two fold: advavced planning of a conversion process; and organized
regponsibility and initiative for the planning process and for its implementation
in the hands of the local community.

T.ong experience with respect to military bases in particular, and problems
of designing and planning industrial operations in general, underscore the
jmportance of these two considerations. Without advance planning in the
range of one to three years, it is not feasible to carry out anything but crash,
emergency, operations. Inevitably, such accommodation to military base closings
or major reductions are bound to be costly in economic and human terms, and
are frought with high likelihood of failure. The advance planning period is
what is required to carry out the appropriate studies of the geography.
natural resources, human resources and physical plant in and around military
base areas.

The military base conversion problem can be understood ag one species of
general economic development problem. It is like the problem that is faced by a
major builder-developer who seeks to undertake a comprehensive, many-sided
development of a given area, providing for long-term economic viability of
housing, enterprises, and the community and other infrastructure needed by a
durable economie society. N

Tocal initiative is an essential feature because central planning is either
inadequate to such a task or destructive of many of the desirable values
of self-governing communities, It has been assumed in recent American tra-
dition that central control over economic activities, even for a population of
200 million, is a feasible mode of operation. There is a considerable weight
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of evidence, characteristically ignored, that speaks to the limitations on
centralism and concentrdtion of control from the point of view of economic
ctiiciency, let alone political acceptability.

The sum of experience is that the action toward inducing advance planning
and local responsibility is the centrally important action with respect to
facilitating conversion of military bases to civilian use.

One way of appreciating the importance of these considerations is to
examine the consequences of little or no planning and little or no local
responsibility. The volume by Jobn E. Lynech, Local Fconomic Development
After Militery Base Closurcs (Praeger, 1970), includes abundant data on the
congequences of failure to plan for economic development in advance of closure.
Also my paper on Planning for Conversion includes marerial to this point, I
think it is worth something for this committee to learn from the case of the
New York Naval Shipyard.

From 1961 to 1964 there was growing discussion ag to the possibility . of
closare of this shipyard with its long history and aprroximately 9,000 em-
ployees. During late 1963 and 1964 a “Save the Shipyard” committee was
formed in New York City which carried out all the usual publie relations and
political pressuring opergtions. In November, 1964 the yard was formally
ordered shut and the shutdown was completed by 1966 with the loss of 9,000
Jobs in the New York Metropolitan area. On February 1, 1967 the Economic
Development Administration of the Commerce Department commissioned the
Enstitute for Urban Studies at Fordham University and the consulting firm of
Tippetts-Abbett-MeCarthy-Stratton to Prepare a study for redevelopment of
the grea, and these people delivered a report on “The Brooklyn Navy Yard: A.
Plan for Redevelopment” on May 1, 1968.

All the classic features of the failure of planning were visible here. Instead
of advance planning there was organization for political pressure and the
expenditure of major funds in such operations. None of the public or private
Darties that might be considered to be in a responsible position in this matter
took any initiative whatever for advance planning operations on behalf of the
New York Naval Shipyard.

During that tilne graduate students in the Department of Industrial and
Management Englneering at Columbia University participated in a Seminar
on Problems of Conversion from Military to Civilian Economy under my
direction, and prepared various research papers n the New York Naval Ship-
yard. In 1964 I precpared a proposal for “Utilization of the New York Naval
Shipy,ard Area for an Ultramodern, Hconomically Viable Shipbuilding Enter-
prise.”

This memorandum was brought to the attention of the Mayor, his Economic
Development committee, trade union officers, bankers and others with a broad
economic interest in the New York Mefropolitan area, including Members of
Congress and members of the Executive Branch of the federal government.
None of these persons responded in any constructive way whatsoever, All the
people in leadership positions who were directly or indirectly involved in the
case of the New York Naval Shipyard devoted themselves to the “Save the
Shipyard” committee and its political pressure operatiors. One consequence
is that the shipyard area and the surrounding neighborhood suffered economic
deterioration so that there was not only a net loss to the city, but an accumu-
lation of social cost burdemns thereafter,

In this entire proecess Members of Congress played a part that was character-
istic of the role that Members have played with respect to military base
operations generally.

During the last decades of high level military expenditures Members of
Congress have assumed that these activities will continue indefinitely.

Members of Congress have undertaken- the role of sales representative for
their states or districts, selling the labor and talents of their constituents and
gelling ?egional natural resources for purchase by the Department of Defense
in particular. Such a function by Members of Congress has been facilitated
by the abundant representation of the Department of Defense on Capitol Hijll,

_The convergence of national, military, politieal and economic pressures
_W1th.t_he collaboration of Members of Congress has conrributed to locking,
in )I{Ihf:ﬂ'y hase communitiés to dependence on this activity as a source of
hvehho_od—without any plausible alternatives being contemp'lated.

Th_e mevitgble result of the absence of planning and the assumption of in-
definite continuation of thig work, with implied assurance that Members of
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Congress would “take care” of their interests; has led military base com-
munities to suffer economic dislocation and disruption as a consequence of
decisions to cloge or reduce military base operations. Wherever this has oc-
curred and will occur it will have been due to systematic avoidance or pre-
vention of actions designed to induce planning for other-than-military use of
the manpower and other resources involved in military base operations.

During the last decades Members of Congress have collaborated with the
policies of the Hxecutive Branch toward preventing the development of eco-
nomic alternatives for military-industry and military bases.

The record of the last decades is in sharp contrast to the pattern followed
at the end of the Second World War. By 1944, and with increasing intensity
during 1945, the federal government sparked a national effort called “Post-
war Planning” designed to get every company and every town involved in
military work to prepare plans for going civilian. Under strong government
tutelage the Committee for Economic Development was formed to see to it
that conversion planning became a wide-ranging activity throughout American
industry. The Mayors of cities, Governors of states, trade associations, Cham-
bers of Commerce all took a hand in this effort. Every firm of size had a
senior officer in charge of “Postwar Planning.” The press was filled with
articles, discussions, debates on these issues. The range of prognoses ran from
optimistic judgments about employment to the forecasts of Cassandras to the
effect that the worst of the Great Depression would be replicated.

Following the conclusion of major hostilities it became swiftly evident that
the detail industrial and other planning operations paid off in the form of
blueprint-ready capability for going civilian. This was evident in the speed
with which industrial and other facilities were reconverted to their prior
civilian functions.

In 1973 there is not much to be done by way of reconversion. For the larger
part of the military base and military-induostrial facilities were speeially
constructed for the military task and have little or no history of prior civilian
work. Therefore the problem is one of conversion from the military to civilian
use. This task, while technically definable, bas as its major roadblock the
popular concensus, strongly reinforced by Comngressional and Executive Branch
collaboration, maintaining the idea of the military base system and military-
industrial as a durable and desirable form of livelihood. The consequence of
these attitudes, given powerful institutional support in the near-universal
absence of planning for peace, produces the presently visible dependency on
the military dollar.

On May 25th and June 22nd, 1964 the Committee on Commerce of the United
States Senate conducted hearings on 8. 2274, a bill To Dstablish a National
Heonomic Conversion Commission, and for Other Purposes. This legislation
jnitiated by Senator George McGovern and cosponsored by 30 Members of the
Senate was designed to establish a National Ec¢onomic Conversion Commission
and to induce nationwide conversion planning at all levels and by all “sectors
of the economy.” The bill provided for the convening of a national conference
on economic conversion, a report to the President on appropriate policies and
programs to be carried out by the various departments and agencies of the
federal government, consultation with the governors of states to encourage
appropriate studies and conferences at the state, local and regional levels, and
the requirement that every contract and grant entered into by the Department
of Defense and by the Atomic Energy Commission should include provision for
setting' up a conversion committee to plan “for conversion to ecivilian work
arising from possible curtailment or termination of such contract or grant.”

The two sessions of hearings on this bill permitted no testimony from public
witnesses and featured statements and formal comments from the various de-
partments of the federal government. The General Counsel of the Department
of Defense, John T. MeNaughton, held, in his formal statement, that no formal
planning for conversion was required because the composition of military pur-
chases include many civilian-type items, and further because the Department
opposed the provision of the legislation that would require its contractors to
establish committees within their organizations to plan for conversion to civilian
work, and that such planning should be left to each firm—ifor “if company
management is convinced of the value of such an effort, it would surcly under-
take it as it would undertake any other planning project which is in the com-

pany interest.”
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The Deputy Secretary of Defense, Cyrus R. Vance, in his formal testimony
to this committee, opposed this legislation, mainly on the grounds that it was
unnecessary. Mr. Vance pointed to the existence of g special Subecommittee on
the FEeonomie Impact of Defense Spending as part of the Defense Industry
Advisory Council. This is a body composed of chief executives of principal
militavy-industrial firms,

In 1972 T reread the hearings on 8. 2274 and was struck by the unanimity
with which the representatives of the Executive Branch found that this legis-
lation was inappropriate and unnecessary. 1 was also :interested in the fact
that the Deynny Secretary of Defense and Gardner Ackley of the Council of
Kconomic Advisers made personal appearances at this hearing which lasted
only a few hours, which had no public witnesses, and which concerned legis-
lation that the Executive Branch was obviously interested in burying. I asked
myself, in 1972, how could one explain the pattern of behsvior that is displayed
in the published hearings on 8. 2274. What else was going on at that time?

I picked up a copy of The Pentagon Papers (as published by The New York
Times, Bantam Books, 1971) and soon got an answer. On May 25, 1964 The
Pentagon Papers records the completion of the “Draft Resolution Kor Congress
ou Actions in Southeast Asia.” This was the documen: which subsequently
formed the largest part of the Tonkin Guif Resolution.

May 25, 1964 was also the first day of the hearings on the bill to establish
a National Economic Conversion Commission. During the months prior to that
day and subsequently, including June 22nd, the second day of hearings on this
bill, The Pentagon Papers gives an abundant display of escalation and inten-
sification of military and political planning for enlarged nmilitary-political oper-
ations in Indochina.

It is noteworthy that the two senior officers of the Department of Defense
who figured in the Hearings on 8. 2274, Assistant Secretary John MecNaughton
and Deputy Sceretary (yrus Vance, were important confributors to or par-
ticipants in the war planning development that is reported in The Pentagon
Papers. (See The Pentagon Papers, The Senator Gravel Edition, Beacon Presy,
1972, Volume 5, The Name Index, pp. 13 and 19.)

Unseen to the Membery of Congress and te the Ameriean people the adminis-
tration in 1964 wps preparing for enlarged war operations in Vietnam.
Obviously, the principals of the administration, planning for war, opposed
the legiglation to plan for peace,

The effort by Senator McGovern and his colleagues in 1963 and 1964 to intro-
duce this legislation, and the collateral effort in the ITouse by Bradford Morse,
were frustrated not only by the voiced opposition of the chiefs of the Executive
iranch, but also by the parallel ploy of establishing a Committee on the Eco-
newie imnnet of Defense Hnd Disarmament chaired by Gardner Ackley of the
Couneil of Teonomic Advigers, By establishing thig committee only a short time
before these hearings were to_be begin, President Johnson and his associates
could allege that they were taking care of this problem. The fact is that the
subsequent Ackley Report merely delivered another shipment of the conven-
tional wisdom that there really was no conversion problem and that such issues,
if they arose, could he dealt with by appropriate national fiscal and monetary
policies. For the rest, according to the Ackley Report, some frictional adjust-
ments might be involved.

In my judgment, the manipulationsg practiced by the Fixecutive Branch in
squashing a legislative effort to plan for peace constituted g conspiracy against
the American people. It is a bitter fact that Senator Warren Magnusen, Chair-
man of the Commerce Committee, and his associates, thereafter, intended or
not, collaborated in this operation by failing to bring this hill out of committee
and to the floor of the Senate for an open vote.

In place of a national effort to plan for economiec conversion there wag es-
tablished in the Department of Defense in 1963 an Office of Hconomic Adjust-
ment. This unit has continuned to the present day, serving as sn arm of the
Interagency Committee on Feonomic Adjustment, The handful of men and
women engaged in that office were empowered to do little more than “help(s)
the community help itself,” as one of its reports is titled. A¢ no time has this
unit attempted or proposed initiative to require advance plarning for conversion,
"mdeed. when T ealled on their offices in 1963 and suzgested that this be done
I was told that the Generals of the Air Force wouldn't like it. They want their
people thinking ahout the requirements of the Air Force and not about doing
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something else. And that’s where the matter stands to the present day. Hence,
assuming even the most conscientious preformance of their individual duties,
the functioning of this staff group and its overseeing interagency Committee
resulted in a condition of mo-planning that was highly vigsible as Secretary of
Defense Richardson announced his base closings program with 48,000 job
terminations on April 23, 1973, and his unplanned helter-skelter effort to assist
the impacted communities.

The conversion of military base operations to civilian uses is one part, and
an important one, of a larger issue of conversion of the economy as & whole to
civilian work. In the larger perspective what is required is appropriate plan-
ning for capital investment that will utilize the talents of Americans for eco-
nomically productive purposes. During 1965 I prepared a general statement on
economic conversion which summarized many of these considerations

There is reason to expect that predictable conditions will bring rcnewed and
recurring pressure for coping with problems of conversion of military bases
to civilian work. First, it is likely that the international arms race will be
restricted. Second, it is reasonable to expect that continuing and intensifying
economic pressures will bear on the government of the United States, requir-
ing it to limit its public expenditures. Owing to the fact that the budget of the
Depariment of Defense represents the lion’s share of the federal budget, it is
the natural place to look for money savings. Third, many people are becoming
aware of one of the peculiar features of the military-industry and the military
base system—namely, the way it serves to draw wealth from certain parts of
the country and deposit it in other parts.

Based upon an Analysis of Tederal Revenues and IIxpenditures for States
and Regions prepared for the House Committee on Governmental Operations,
Professor James R. Anderson has diagnoscd “The Balance of Military Payments
Among States and Regions.” The Congressional document is 1.8. Congress,
House of Representatives, 90th Congress, 2nd Session, 1968, Committee on
Government Operations, Federal Revenucs and Faopenditure FHstimates for
States and Regions, Fiscal Years 1965-67. Anderson’s paper appeared in 8, Mel-
man, editor, The War Economy of the United States, St. Martin’s Press, 1971,

The annual data for the last available years, 1965-1967, shows that certain
states (New York, New Jersey, Pennsylvania, Ohio. Illinois, Michigan) paid
out to the federal government in personal and business taxes many billions
of dollars more each year than was received back in all forms from the federal
government in those states. By contrast, other states (California, Texas, Vir-
ginia) each received from the federal government more than $1 billion each
year in excess of the taxes paid by individuals and firms from those states.
What is reflected here is a pattern of interstate exploitation on behalf of the
operation of the military economy. As the economic and the fiscal problems of
many states, and especially large cities, intensify, these military economy re-
lationships will be examined with an increasingly critical eye. It is to be ex-
pected that the governors and mayors of st_ates and cities that have long becn
strongly disadvantaged owing to the operiition of the military economy will
bring ever-greater pressure to bear for budget reductions in that realm.

Whenever the Members of Congress feel disposed to change their role from
being special sponsors, guardians and semiadministrators of military economy,
to a concern for the economic well-being of their constituents as a whole and
of this country as a whole, they have open to them & series of workable options:

Tirst. to provide by law for enconraging and reqauiring advance planning for
conversion to eivilian activity of military base facilities and their work forces;

Second, to require that this planning be done on a cooperative basis with
representatives of the local community and that this planning be based upon
professionally competent economic gurveys and thoughtfully conceived planning
options, including capital funds required and timetables for conversion, alter-
native possible capital sources and the employment consequences of particular
planning options. (An especially thoughtful discussion is in B. Stein, The Com-
munity Context of Ecomomic Conversion, Center for Community Economic De-
velopment. Cambridge, 1972.)

Third, to provide cushioning for individuals and families who cannot be
acconnted for in conversion planning in the same vlace, the Congress could
enact a Defense Employces’ Bill of Rights. Such legislation could include pro-
visiong for (a) minimum income during a year of transition, using the public
welfare income of the state as a minimum base; (b) provision for a mora-
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torfum- on mortgage and other credit payments; (¢) provision for gosts of
eduestion required for occupational retraining; (d) provision for family relo-
cation to another community, where required. (The comniittee considering .these
matters should take intd account the conventional pattern among Americans
with respect to individusl and family mobility. .

It is reasonable to assume that there is a large and growing body of opinion
in the country that the United States can ill-afford a sustained extravaganza
of military base and allled spending that is cither designed to serve ill-con-
ceived military aims, or to serve as a convert welfare System, or as an ex-
travagant “make-work” program that yields no preductive economic return to
the society.

Experience with conversion of military bases and vrith problems of arca
economic development indicates that a great array of exciting, constructive
posgibilities can be opened up throughout the country by prudent planning and
responsibility on a local basis,

The options range from similar functional use of certein bases—like the use
of & military air base as a civilian airport. But the range of possibilities ex-
tends on to the exciting prospects of integrated economic planning for entire
new communities and industrial areas in regions where other conditions make
that appropriate and where the sheer size of the military base area lends itself
to such alternative use. The Fort Dix, New Jersey area ig a case in point. With
its B3 square miles on the northeast seaboard, thoughtfully planning could very
well make possible an entire new town that could be a model for what this
country should be trying to do, moving into the next cen tury.

[The following exhibits which were attached to the prepared state-
ment are retained in the files of the subcommittee. ]

Fxhihit A—News Relefise, Office of Assistant Secretary of Defense (Public
Affairs), Secretary of Defense Elliot L. Richardson Announces 274 Actions
Affecting Military Installations, April 17, 1973.

Ezhibit B.—S. Melman, Planning for Conversion of Military-Industrial and
Military Base Facilities, for U.S. Department of Commerce, Economic Develop-
ment Administration, Offike of Technical Assistance, August, 1972.

Fahibit 0.—8. Melman, “Utilization of the N.Y. Naval Shipyard Area for an
Tltra-Modern Economically Viable Shipbuilding Enterprise,” a proposal, 1964.

Bizhibit D.—8. Melman, “Economic Conversion,” 1965.

Ezhibit E.—1.8. Bureau of the Census, Siatistical Abstract of the U.8., 1973,
. 36, Table No. 44.

Hazhibit F.—Economic Adjustment Assistance ‘Helps the Community Help
Itself’, January 1969 thru January 1972,

Ezrhibit G.—Remarks by Secretary of Defense Hlliot L. Richardson to News
Media at the Pentagon, Monday, April 23, 1973.

Mr. Warpie. The Chair nows calls Mr. Clewlow, Acting Secre-
tary of Defense for Manpower and Reserve Affairs, who is accom-
panied by Mr. William Sheehan, Director of Economic Develop-
ment of the Department of Defense.
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STATEMENT OF CARL W. CLEWLOW, ACTING SECRETARY OF
DEFENSE FOR MANFOWER AND RESERVE ATFAIRS, ACCOMPA-~
WIED BY WILLIAM SHEEHAN, DIRECTOR OF ECONOMIC ADJUST-
MENT; DR. WILLIAM VALDES, STAFF DIRECTOR, OFFICE OF
CIVILIAN PERSONNEL PCLICY, COFFICE OF THE ASSISTANT
SECRETARY OF DEFENSE FOR MANPOWER AND RESERVE
AFFAIRS; ALLAN S. KERR, DIRECTOR, BASE REQUIREMENTS,
OFFICE OF THE DEPUTY ASSISTANT SECRETARY, INSTALLATIONS
AND HOUSING; AND ROBERT WORKMAN, DIRECTOR, STAFFING
POLICIES AND PROGRAMS, ASSISTANT SECRETARY OF DEFENSE
FOR MANPOWER AND RESERVE AFFAIRS

Mr. Crewrow. I am Carl Clewlow, the Acting Assistant Secre-
tary of Defense.

T have on my rieht Dr. William Valdes, who is the staff director
of the Office of Civilian Personnel Policy.

I have on my left Mr. William Shechan, who is the Director of
the Office of Ifconomic Adjustment.

I have also Mr. Allan Kerr and Mr. Robert Workman with me,
who had been asked to answer additional questions.

Mr. Chairman, Mr. Hogan, gentlemen, I appreciate this oppor-
tunity to explain the steps being taken by the Department of
Defense to meet our obligation of Federal employees who are
adversely affected by base realignment actions and to assist in
relieving the economic impact on affected communities.

We have the two parts of this, the one personnel, the other the
impact on communities.

We share the concern of the subcoinmittec over the effect of
major reductions, closures and transfers on our career civilian
workforce.

Bocause of the frequent turbulence which affects our civilian
employment, we have doveloped over the past 9 years a com-
prehensive program aimed at easing the adverse effects of civilian
manpower adjustments on individual employecs.

This is our program for stability of civilian employment, which
incorporates a combination of policies and programs, including
.a computerized priority placement program to match the skills
of displaced employees with vacancies occurring anywhere in the
Department of Defense.

Mr. Warpie. I will be interrupting occasionally. It takes me a
while to understand your bureaucratese.

The phrase: The adverse offects of civilian manpower adjust
ments—that means a reduction in force, doesn’t 1t%

Mr. Crewnow. It could be a reduction in force. Tt could be the
transfer of a function in one location to another. Tt could be a com-
bination where two headquarters are combined into a single one.

There are a wide varicty of things that may be considered adverse

Mr. Warpis. Affecting only your civilian work force?

_Mr. CLewrow. We are talking about the civilian work force, yes,
sir, .
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Mr. Warpie. Please’ continne.

Mr. Cirwrow. Our program of stability of civilian employment
includes a computerized priority placement program which 1s de-
sirned generally to match the skills of displaced employees with
vacancies which oceur elsewhere in the Department of Defense.

Mr. Warpie. How long has that bean in existence?

Mr. Crewrow. That has been in existence approximately 9 years,
sir.

Mr. Warpre. How many people are employed in that program?

Mr. Crewrow. I would have to supply that for the record.

Mr. Warpme Just a guess?

Mr. Crewrow. It is a fairly small number. T would guess 11 or 12
prople are emploved in that program, sir.

Mr. Warpie. That is nationwide?

Mr. Crewrow. That’s correct.

Mr. Warpim, Does that include clerks and seeretaries?

Mr. Crewrow. This would include clerks and secretaries.

Mr. Warpie 1as there been any increase with reductions in force
that have been taking place in recent months?

Mr. Crewrow. Any increase in the size of that staff?

Mr. Warpme, Yes.

Mr. Crewrow. We have a collateral organization which works on
an informal basis and consists of a zone coordinator in each of four
zones throughout the United States.

Mr. Warpre. Tas there been an inerease in the staff working in
the priority placement program?

Mr. Cirwrow. It is essentially the same, sir.

Mr. Warpm, Has there been any reduction in that staff?

Mr. Crewrow. Not to my knowledge.

Mr. Warnre. Will you provide the committee with the answers to
that?

Mr. Crewrow. Yes, sir.

[ The information follows:]

The staff of the Department of Defense Central Referral Activity in Dayton,
Ohio consists of thirteen persons. The staff operates the computer man-job
mateh system and has not been increased dne to the recent base closure an-
nouncement because the computer facility has the capacity to handle additional
registrations without more staff. The ¢compnter producis of the Central Referral
Activity 2o to the placement staffs of Defense nctivities throughout the eountry.
These iustallation placement staffs are devoting a greater proportion of their
finie To the placement of employees affected hy reductions in force as are the
personnel staffs at the activities being closed or reduced.

Mr. Warpre. Your information is that it has remained the same
size thongh there has been a great amount of work assigned to it if it
is in fact matching the skills of displaced employees.

Mr. CLewrow. This is a continnous kind of program. This is not
the only reduction in force that has occurred in the Department of
Defense.

Mr. Warpie. It is a major reduction in force, and I assume the
same staft that has been in operation over the years of high employ-
ment wonld have to be angmented to hit the ‘years of low employ-
ment, would it not?

M}'r'. Cimwrow. I wonld like to ask Mr. Valdes to address himself
to that.
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Mr. Vawpes. Mr. Chairman, in addition to the staff which the Sce-
retary referred to which operates onr computer facility in Dayton,
Ohio, on a nationwide basis and which has the capacity for absorb-
mg large numbers of registrations and referralg, we have throughout
the country people who have part-time responsibilities. We call them
regional coordinators.

Mr., Warnms. Are they Department of Defense people?

Mr. Vawpes. Yes; we have four people who are zone placement
coordinators and 43 who are regional placement coordinators.

Mr. Warpie. Are they civilian employces?

Mr. Varpes. Yes; they arc civilian employces. As the activity in
the out-placement function increases, their time is devoted increas-
ingly to that function. They have vesponsibility for hiring and plac-
ing people. So the basic point that I would like to make is that there
is a great deal of additional manpower and time that is devoted to
placement of people during periods of reduction in force. It is built
into the system.

Mr. Warpme. I presume you can give me an objective report as to
how many people have been placed as a result of the computerized
operation in the priority placement program in the lagt 12 months?

Mr. Varpes. Yes, sir.

Mr. Warpm. Any figure that might come to mind.

Mr. Varpes. I think T could give you for the past § months.

Mr. Warnre. That would be fine. These were directly attributable
to this function ?

Mr. Vaipes. Yes. :

From January 1 through May 80, 1973, through this particular
program, there were 1,468 placements. The number has been steadily
increasing each month, starting with 95 in January, 105 in February,
272 in March, 405 in April, 591 in May. So the activity is stepping up
and placements are sharply increasing.

Mr. Warpre. For further clarification, tell me how that works.
You have a fellow who is in Rhode Island who has been notified
that the base is going to be cleared and then he says “I would like
to remain employed by the Federal Government.” Do the names of
all the people in Rhode Island that are being displaced go into the
computer somewhere along the line?

Mr. Varpes. Yes, sir, if they so desire.

Mr. Warpne. They have to indicate a desire?

Mr. Varpes. Yes, siv. What is done is persons are registered for
the skills for which they are qualified and for the locations at which
they are willing to work, These arc the two basic factors. The area
of registration is normally for the zone in which the registrant is
currently employed.

We have divided the country into four zones. We will expand the
area of registration beyond a zone if it is necessary, as it very well
may be with regard to people in Rhode Island,

These registrations then go into this central computer referral
activity that I referred to and what the computer does is to send out
what have become known as “stopper lists” to all the activitics for
which people have registered.

This then tells that activity there are people with a specific skill
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at a specific grade that are available for placement, and it further-
tells them that they are not to hire from any other source.

The activity then, when it gets a vacancy in one of those skills
that it has to fill, submits a requisition to the central referral activ-
ity in Dayton. It receives back a computer printout of the skills and
personal data concerning the individuals who are available for-
placement. : i .

The agency then contacts the activity that has registered the em-
ployee for replacement and it effects the placement. )

If the placement involves a geographical move, the employee, his
Tamily, and honsehold cffects are moved at government expense to
the new location.

That, in essence, is ithe wav the system operates, Mr. Chairman..

Mr. Warpm. Thank you. Please procecd.

Mr. Crewrow. At the time that the Secretary of Defense an-
nounced the major base realignments on April 17, 1973, we immedi-
ately placed restrictions on the filling of vacancies throughout the
Department.

Our main purpose was to stockpile these vacancies in order to
provide a basis whereby these surplus employees could be placed
through this priority placement program just described by Dr.
Valdes.

In addition, the Seeretary of Defense asked the Secretaries of other
Exceutive Departments and the heads of agencies to provide assist-
ance in the placement of Defense employces.

Wlile this ocenrred just a few days ago, since May 1, non-
Department of Defense agencies have given us 44 vancancies re-
quests—this is a start, it is not very many-—and employees have-
Leen veferred for placément consideration.

We are also working closely with the Department of Labor in
order to obtain maximum assistance of State employment services.
oflices in providing placement assistance in the private sector.

In some instanees, like the Boston Shipyard, for example, the State
emploviment service has opened up offices right on the shipyard
premises. This provides employees counseling and placement assist-
ance from their own State employment service.

Additionally, we are seeking the assistance of private industry
cmplovers by publicizing to them the types of skills that we have
available at activities which are being closed.

. Interviewing facilities are also being made available on bases for
industry recruiters.

Under our program for stability of civilian employment all career
and eaveer-conditional employces who have received an adverse ae-
tlon are given maximum assistance in continuing their careers as
employees of the Federal Government through reassignment on a
priority basis for these gther positions in the Department of Defense.

Mr. Valdes has just described that, so I will not repeat what he
has just mentioned.

T would make one point, however. If the new job to which a person
goes 1s at a lower level, the employce’s Pay is'saved to the maximum
extent which is permitted by law.

Kmployees are registéred also in the Civil Service Commission’s

Approved For Release 2005/06/06 : CIA-RDP75B00380R000700070001-1



Approved For Release 2005/06/06 : CIA-RDP75B00380R000700070001-1
23

displaced employee program, and through this means are given
priority consideration for vacancies in other Federal agencies.

As Mr. Valdes mentioned, employces whose jobs are transferred
to other locations arc given the opportunity to transfer with their
jobs, including the costs of transporting them, their families and
households to new locations. '

Some of the costs that would be paid include moving and trans-
portation of household effects, the cost of buying and selling a home
and the cost of a house-hunting trip to the new location as well as
temporary quarters subsistence expense.

The degree of success which can be achieved in relocating em-
ployees to ) other positions depends on a wide variety of factors, prin-
cipally thos¢ of employee mobility and the skill-mix of the work
force affected as well as the work foree required in the future.

So it really isn’t possible to predict the cxact numbers of em-
ployees who will be placed in other positions.

However, based upon our past expericnce, as it relates to em-
ployees whose jobs are affected by major closures and consolidations,
we have found that the majority of employees desiring to continue
in employment can be placed in other jobs.

Sample reports covering major closures and consolidations since
the stability program went into effect in J: anuary 1964 indicate that
about 61 percent of our displaced employecs have been placed in
other Tederal employment with about 58 percent of them being
placed in other positions within the Defense Department.

It has also been our experience that many cligible employeces retire
during periods of consolidation and retrenchment.

At the two Naval shipyards scheduled for closure, for example, we-
found that about 1,200 employeces plan to retire at the San Fran-
cisco Naval Shipyard at Hunters Point and about 2,000 are ex-
pected to retire at the Boston Naval Shipyard.

Wo anticipate that the cost of living increase of 6.1 perceat which
will be given to annuitants who are on the annuity rolls by July 1,
1973 will encourage substantial numbers of cmployees eligible to
retire to do so by that date in order to get the benefit of the increase
in their annuities.

‘We know the last time such an increase In annuities occurred,
which was June 30, 1972, about 30,000 Defense employces elected.
to retire in that month.

There is a piece of legislation, TLR. 6077, which was just enac ted
by the Congress—we understand that the Senate acted on it yester-
day——whuh would permit employees who meet one of the involun-
tary retirement options, that is, age 50 or 20 years of scrvice or 25
years of scrvice at any age, to elect to retire when an agency is
undergoing a major reduction—this legislation undoubtedly will be
most helpful in easing the effects of our pending reductions if it
receives rapid Presidential approval.

One of the principal effects of this pending legislation will be to
permit older employees who may be higher on a reduction-in-force
retention register, and therefore not yulnerable to separation, to-
elect retirement, thereby saving another employee—usually a younger
employece with Tess service and | greater family obligations—nearer the
bottom of the register from bemg separated.
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We aleo expeet this lesislation will provide a further escape valve
by ereatine additional vacancies in which displaced employees may
ho roplaced.

With resnect to relievine the economie impact of base realinements
en affectad commmities. it is the prineipal obiective of the Presi-
dent’s Feonomic Adjustment Committee. of which the Secretary of
Defense is the chairman. to heln communities offset lossos in jobs
and community income attributable to base realinements, cutbacks in
Defense contracts and reductions in foree.

This committee is comprised of representatives of 17 Federal do-
partments and amencies which have programs and/or resources to
assist. impacted communities.

In this case helping means not onlv assistine the employees ad-
versely affected, but assisting in the development ¢f a loeal capability
#s they arise in the fuature.
for economic planning and for resolution of local economic problems

The Committee works closelv with laeal Teaders, but must be in-
vited by these leaders to participate. Tt never thrusts itself upon =
communitv: rather, it helps these communitios ta heln themselves.

A broadly representative and effective local crganization is in-
dispensable in resolving immediate and long-rance problems. An
existing organization may be satisfactory. More often, however, it i=
necessary to organize one.

In anv event, loeal Teaders are responsible for establishing an or-
eanization that ean work with the Committee and follow through at
the local level on their development eforts.

Interest and concern of the Committee are broader than finding
suitable nses for the base facilities and immediate employment for
these who lose their jobs.

It is also intercsted in the longrun well-being of the entire com-
mnnity o as to minimize the possibility that critical unemployment
will arise in the future.

AMr. Warpre. Let me interrupt you a moment heve. T am trying to
understand this.

As to the President’s economic adjustment committee, the Secre-
tary of Defense is chairman, but T am sure the Secretary of Defense
doesn’t preside.

Mr. Crewrow. Secretary Laird presided at every one of the meet-
ings which T attended, sir. He personally came, presided and staved
until they were over, as did, on many occasions, Mr. Stein, from the
Council of Feonomic Advisors and the like,

Mr. Warpie, How often does that committee meet ?

Mr. Strugiman. Tt meets quarterly, Mr. Chairman.

Mr. Warpre. And the discussion of the committee involves what,
during its quarterly mecting ?

Mr. StrneaN. Quarterly meetings cover the full gamut of com-
munity adjustment programs in all current or active economic ad-
Justment situations.

Mr. Warpm., For example, when was the last meeting of the
committee ?

Mr. Stieerraw. The last meeting was on April 23, which Scerota ry
Richardson chaired.
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Mr. Warnm. When was the announcement ?

Mr. Stmrmaw. April 17.

Mr. Warnm. So, I presume that the discussion then involved all
the cities and communitics who were adversely affected by the base
closures?

Mr. StrrzaN. That is correct.

Mr. Warpm. ITow long did that meeting last?

Mr. Sueenan. It lasted approximately 2 or 214 hours.

Mr. Warpte. Did you come up with plans?

Mr. StmeemanN. Yes, that is correct.

Mr. Warpie. Are those plans available for examination by this
committec ?

Mr. Smernan. The plan is available. The discussion covered four
major subjects:

(1) The organizational actions required in each of the impacted,
seriously impacted communities, including Rhode Island;

(2) The full gamut of planning actions essential to move a com-
munity from a serious unemployment situation to one of reuse of
these facilities;

(3) The specific development actions that would be in order in
torms of the industrial, educational, recreational and other uses.

Mr. Warpm. Would you provide the committee, please, with a copy
of that plan that was adopted?

Mr. SHEEIIAN. Yes, We can.

[The information referred to is retained in the subcommittee
files:]

Mr. Warpre. The statement makes a reference to a staff that -1
presume is available to a community which is having difficulty.
I gather there is a staff of the President’s Economic Adjustment
Committee that can be assigned to that community for assistance.
Of what does that stafl consist?

Mr. Sperran. The staff consists of 33 full-time individuals.

Mr, Warpme. Does that include secretarial staff?

Mr. Surrman. That includes secretarial staff.

Mr. Warpre. How many of those 33 are secretarial?

Mr. Sureman. I can provide that information, but I believe it is
somewhere in the order of seven.

[The information follows:]

The staff consists of 33 persons, of which 22 are professional and 11 are
gecretarial. Bighteen of these professionals and 7 of the secretaries are based
in Washington. Four of the professionals and 4 of the secretaries are being
based in four regions of the country (headquarters in Los Angeles, California ;
Kansas City, Kansas; Atlanta, Georgia; and Boston, Massachusetts).

Mr. Warpte. The rest are consultants, I presume.

Mr. Suernan. The rest are?

Mr. Warpte. Are consultants?

Mr. SmremaN. The rest are full-time civil service employees, pro-
fessionals in the field.

Mr. WaLpie. Are they sent on the road? For example, if the com-
munity of Long Beach says we are adversely impacted by the closure
of a shipyard in our community, and we need some help, send out
somo staff people to put together a plan for us, do you do that?
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Mr. Soreman. Yes, we do that. In fact, not only do we have the
{ull-time staff here in Washington——-—

Mr. Warpnn Well, is the 33 the full-time staff in Washington?

Mr. Suerrian. Noj they aren’t.

Mr. WaLpre. Are any of them?

Mr. Smernan. We have regional people. Wa have a man 1a
California.

Mr. Warpie. Iixcuse me, so I am not confused, of the 33, how
many of them are full-time staff in Washington?

Mr. Sueeitan. Approximately 18.

Mr. Warpig. Ilow many of them are in the region?

Mr. Sieenan. Four are in the region.

Mr. Wawpie, How many of them are elsewhere?

Mr. Snerran. Including vour secretarial staff, that is it.

Mr. Warnie. So, there are four people in the four regions, one in
each region? '

Mr. Smeertan. That is correct.

Mr. Warnie. And if Long Beach called and said to the regional
office, “I need some help, we have got problems here,” there would be
a person to pick up the telephone call, a person who is manning the
regional office.: Then they say, “Send out some staff to help us de-
velop a plan.” Where would you get the people to send out the staff?

Mr. Szeeman. The method by which we operate, and I am sure
we are going to get into that very shortly in the statement, the re-
quest is made from the community directly cither to the Secretary
of Defense or to myself, the staff director of the committee. We
then alert our regional person, in this case, Mr. Ellington in Cali-
fornia, to service the request of Long Beach. He, in turn, visits the
community to ascertain precisely what is required. Then it is in-
cumbent on Mr. Ellington, in concert with our staff here in Wash-
ington, to put together the kind of a Federal interagency team that
can fully address these questions.

Mr. Warpie, Now, in Mr. Ellington’s region there arc how many
States?

Mr. Sueenan. Three: States: California, Oregon, and Washington.
He covers the west coast.

Mr. Warprr. 1 suppose every community that is adversely affected
by a base closure would contact Mr. Ellington ¢

Mr. Snrenan. In that region.

But there is one very important additional step. We name a proj-
ect manager for each location to serve the needs of a Stockton, a San
Francisco, a Long Beach, or an Imperial Beach.

Mr. Warpin. Is that from one of the cooperating agencies?

Mr. Sorenan. Noj that is from my immediate stasf.

Mr. Warpie. In Washington %

Mr. Surrman, In Washington.

Mr. Warbie. You send them out.?

Mr. Sueemran. I send them out.

Mr. Warpie. So, the 18 in Washington are really available for
assignment throughout the country?

Mr. Surrnan. They are assigned specific project responsibility.
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Myr. Warpm. I presume they are on the road practically always
‘now?

Mr. Sureuan, That is correct. They are very heavily on the road.

Mr. Warpre. Will you provide, so I can get a pattern of what you
-are doing—you are going to provide me with the plan which you
-adopted 2 days after the announceraent of the base closures—would
_you now provide me with the specific plan adopted for, well, letf’s
take Hunters Point in San Francisco? I am sure Mayor Alioto got
ahold of you and said, “God, we need some help here. They are
-closing down a major base in San Francisco.” Is that correct?

Mr. Sueenawn. That is correct.

Mr. Warpie. Have you prepared that plan for ¥lunters Point ¢

Mr. Smmriran. The responsibility for the preparation of the plan
rests jointly with the city of San Francisco and the interagency
team. This is, in effect, a cooperative effort, where we can provide
‘the benefits of our national experience over some 12 years 1n han-
-dling this problem for the Department of Defense in concert with
Mayor Alioto’s economic development agency in the city and Gov-
-ernor Reagan’s department of commerce in the State of California.

The plan requires an effective reuse effort. Involved here are not
.only technical, engineering aspects, but other considerations.

Mr. Warpie. But is there a plan for Hunters Point?

Mr. Sugeran. No; there is not at this point.

Mr. Warpie. How long have you been in the process of developing
.a plan for Hunters Point?

Mr. Smerman. Congressman, maybe I didn’t make myself clear
-on this point. The responsibility for the preparation of the plan is
not purely a responsibility of the Iederal Government. It is a joint
responsibility. We provide the community with the necessary plan-
ning money.

Mr. Warnie. Ilow much planning money have you provided for
Hunters Point?

Myr. Smeerian. There was an initial allocation, T believe, of some
$30,000 and this has already been made available to the city of San
Francisco.

Mr. Warpre. Did you provide them any staff?

Mr. Smerran. Noj; I understood from Mayor Alioto he had his
own professional staff, and I understand they will undertake the
planning effort.

Mr. Warpm. Your role at the Hunters Point reconversion is to
giYe chem $30,000 for planning and to stand ready in case they need
help ?

Mr. Surrman. That is correct. -

Mr. Warpie. You are not taking any active role at all in the
planning itself?

Mr. Smeeman. Yes; we intend to take a very active role. For
example, we have some very important ongoing Federal interests
that exist in the Hunters Point situation. So, this planning within
the Department of Defense will go forward concurrently with the
planning actions that are being taken at the city level.

Mr. Warpie. Is there any base closure anywhere in the country
where you have, in fact, had a plan developed in which you have
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participated and the local conmmunity has come ap with a plan that
is ready for serutiny @

Mr. Strmrrax. Yes,

Mr. Warnie. What is the comm unity?

Mr. Smeeman. There have been many communities. Roswell,
N. Mex., for example.

Mr. Warpte. Give me one in California.

Mr. Sueemran. Oné in California? Oxnard Air Force Base in
Ventura, County.

Mr. Waroie. Would you provide me with the Oxnard plan and
would you tell me how much vou participated, your agency partici-
pated in the formulation of that plan, how much the local people did ?

Mr. SmEriman. Very good. We can provide that for the record.

Mr. Warpie. When ‘it started and when ¥t was concluded. It is all
concluded now, as I understand. Do T understand the recommenda-
tion of such a plan is to provide some substitute other than base
cmployment or military employment for that community ¢

Mr. Suerman. Yes; the plan goes far beyond the immediate con-
fines of the base. We are going to get into this in our statement here.

Mr. Warpie. T understand. Just bear with our committec’s style,
which is to go into the subject as the mood presents it.

If you will give me the plans that the President’s committee
adopted and a copy of the Oxnard plan, T think that will give me a
picture at least of how you funetion and what you do.

[ The information is Tetained in the files of the subcommittee. |

Mr. Warpm. Mr. Hogan, do vou have questions?

Mr. Hoeawn. Noj; thank you, Mr. Chairman.

Mr. Warote. T would like that Oxnard plan just as soon as possi-
ble, like tomorrow, if possible.

Mr. Steerian. Very ' good, sir.

Mr. Crrwrow. As Mr. Shechan has mentioned, the committee as-
sists local groups to prepare overall ecconomic development programs
or update existing ones. This type of help eontinues until the local
organizations fecl that they can proceed on their own.,

To perform effectively, the committee must have basie knowledge
of the communities and their people. This is provided in each caso
by field reconnaissance of the community—including interviewing—
by the committee’s professional staff working with appropriate rep-
resentatives of the State and other Fedoral agencies,

Problems of the area and possible solutions are discussed with
community leaders, and a factual background report is prepared for
the committee.

Based on the staff’s survey report, the committee has considerable
information in hand about the community and its people by the
time it visits them, usually from days to several wocks after the
reconnaissance survey,

Mr. Warpm. May T interrupt a moment again,

[t just oceurred “to me, on that Hunters Point grant of $30,000,
could Mayor Alioto hsave come before you long before any ideas
were proposed to close that base and say, “Gentlemen, somewhere
along the line, you may decide to close Flunters Point, and we are
awfully concerned about the impact of such a decision on our com-
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munity and we want a plan for reconversion,” could he have come
before you 2 years ago, and said, “Therefore, please provide me
with $30,000 that I might plan reconversion for this community” ?

Mr. Stesmaxn. I doubt whether he could have. We have had this
request presented to us previously, and, of course, not realizing that
the facility was available, we could not offer any major money for
planning a re-use of a property which might not be available.

Mr. Wamnie. So, your function in planning is after the fact?
“There is no way of planning to case a burden that may or may not
oceur? The burden must occur before you assist in easing the burden
by planning? :

Mr. Stureman. Not necessarily, Congressman. In terms of off-base
property—when we examine & community’s economic base and we
see a disproportionate amount of its work force dependent on the
defense dollar, we encourage these communities to do the necessary
‘diversification planning that is essential in broadening their work
force and their economic base. ,

Mr. Warpme. But you den’t do that, because you don’t examine the
_community until there has been a base closure?

Mr. Strrman. This is only in the base closure situation, That is
~one mission of our office.

Mr. Warpm. 1 understand that.

Mr. Hocan. Could I ask a question at this point?

Mr. Warpre. That scems to be a desirable mission, but I am curi-
ous as to why there is not planning before base closures.

Mr. Hogant :

Mr. Hogaw. T think it is safe to assume that the adverse effect of
the economy is not the paramount consideration in closing a base.
The decision is made that the base should be closed for another pur-
pose, and then the program gocs forward to try and minimize the
adverse impact on the community that alrcady has been chosen, isn’t
that correct? I am sure it is not the case that the Department of
Defense says, “This base should be closed,” and then they say, “Well,
that would have a disastrous effect on the cconomy there, so we will
keep it open and we will close a base over here that we might need
more but it won’t have as much adverse effect.”

Obviously, the needs of the military in the operation of the bases
has to be of paramount consideration. So, would we be safe in as-
‘suming that much of your planning for these dislocations is planning
techniques that you will apply when the disruption occurs, to develop
a pattern of activity without really knowing what bases are going
to be closed ? ‘ _

Tn other words, is it a modus of operation that when particular
“areas are going to be closed, have bases closed, then this technology
that is developed in isolation from a specific case is applied to the
individual situation when and where it occurs?

s that an assessment of what your planning operation is?

Mr. Smurmax. Congressman, I think it would be helpful to state
very clearly our three functions.

First, this committee is involved in assisting communities suffer-
ing from the impact of base closures.
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Second, it works with communitics that are affected by defense
contract terminations. These are non-Federal property situations.

Third, the committee becomes involved when personnel reductions
occur such as at our ammunition plants and where the work force
is simply drawn down and the personnel arc reassigned, transferred
or reduced.

These are the three situations that our committee is involved in.
In this regard, we cover the full scope of the planning assistance
required by each of the individual communities in each of these three
categories.

Mr. Hogax. But it is primarily the responsibility of the State and
the community, snd what you are doing is to assist them in their own
efforts?

Mr. Surrman. Precisely.

Mr. Tlcean. Perhaps they are not fulfilling their responsibilities
to the citizenry, as the previous gpeaker indicated, by having an econ-
omy which is so overwhelmingly dependent upon a defense estab-
lishment facility. Maybe before they cver get adversely affected, they
ought to weigh the possible consequences of a closing of a military
base and a more balanced economy in their area?

Mr. Surrman. Yes.

Mr. Hoegaw. Thank you.

Mr. Warnie. I am advised for budget purposes, you have a vulner-
ability also of defense installations that might be closed. Is that
right?

Mr. Sueemax. I am not aware of any such list.

Mr. Kerr. The list to which you vefer, Mr. Chairman, I suspect
might be called a Sears Roebuck catalogue or a wishbook or a Christ-
mas present list. We are always looking at every base, and certainly
OMDB, the Office of Management and Budget, has some very strong
ideas about which military installations should be reviewed, which
should be looked at, which should be, if you will. closed.

The decision of closing a base or reducing it substantially rests
with the Secretary of Defense. While we welcome ideas—we get them
from private citizens saying that base so-and-so should be closed—
the commanding officer plays golf all day, the real truth of the matter
is a suspect list, and there is one, and several people carry them
around in their pockets, including OMB, has no real validity.

Mr. Warpre. Who prepares it?

Mr. Kerr. OMDB has the only one that I know of. In my mind, I
carry some, you know.

Mr. Warpte. 'The reason I am asking that, it may not have any
validity, but is it possible to prepare one that does have validity so
you don’t go through a foolish exercise that we apparently do in
Government ?

Is it possible that your budget ideas are predizated upon this sus-
pect list which is foolish?

M. Kurr. No, Mr. Chairman, that is not really correct.

Mr. Warpre. What is your budget predicated upon?

Tsn’t 1t predicated on the assumption you are going to have some-
thing to do next year?
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Mr. Kerr. Yes,

Mr. Warpre. And that assumption that you are going to do some-
thing next year is predicated on the fact that you are going to have
some base elosurcs next year?

Mr. Xurr. No, sir, only those which have been announced.,

Mr. Warpn:. If none have been announced, do you get no budget
for the ensuing year?

Mr. Kurr. No; we get the budget for the bases that we operate, sir.

Mr. Warpie. I am talking about this group who is helping the

communities. .
Mr. Krrr. T am not an expert in that field. T was thinking of the
total defense budget. .

Mr. Warpre. Do you folks have any idea on which your budget is
based? Do you assume some bases are going to be closed every year
so that you can continue in existence ?

Mr. Smerman. Congressman, as far as the requirements for the
economic adjustment effort, to meet the demands of those three acts,
the Secrctary has assured me that I have access to whatever resources
are required to carry out my mission or these threc missions, in
terms of personnel, in terms of cooperation from the 17 agencies that
are participating with us, including the personnel, full-time per-
sonnel from the military departments who have a vital role and func-
tion with us in this endeavor.

Mr. Warpie. In short, you don’t make any assumptions that any
bases are going to be closed on which your particular budget is
predicated ¢ The Sccretary just said, if anything happens we will pro-
vide you with all the resources you need and don’t worry about
projecting what you are going to need?

Mr. Sureman. That is right. Actually, we go through a planning
cffort.

Mr. Warpie. You submit to the Seeretary what you think you are
going to need ?

Mr. Sirerman, Yes.

Mr. Warore. And that is based upon what, an assumption? Do you
make any assumptions when you submit to the Secretary what you
think you are going to need ?

Mr. Smrenan. Yes; in the 70 or 80 locations where we are cur-
rently involved, we have an excellent perspective as to what is re-
quired in terms of personnel, programs, and funds in order to adjust
these communities.

Mr. Warpie. You mean those arce the locations within which base
closures have occurred.

Mr. Smmeeiran. That is right.

Mr. Warpre. What I am trying to to drive at is whether the plan-
ning function that you engage in really varies so greatly from com-
munity to community. You have to plan specifically for cach com-
munity, don’t you?

Mr. Sueenan, Yes; that is correct.

Mr. Warpms. You can’t really plan in advance for Hunters Point
until Hunters Point closes down; you have to plan specifically for
Hunters Point, don’t you?

Mr. Saerman, That is correct.
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Mr. Warpie. You see the gap that I see. I am not criticizing the
function that you perform, I am criticizing the timing of the per-
tformance of that function. It would have been so much easier in the
transition for the Hunters Point people had you planned for the
closing of Hunters Point 3 years ago and that plan was all sitting.on
the shelf ready to go into operation.

Then, when the Secretary announced Hunters Point was to be
closed, there would have been the plan. The adverse consequences of
this decision would have been alleviated and maybe nonexistent be-
cause we had thought this out.

The way we go about it, we close Hunters PPoint, then we are going
to send a team in to plan about what we are going to do about
ITunters Point. That seems to me to be an enormous failing. It re-
lates to what professor Melman was talking about. Our planning goes
on too late, and even then there is the question as to whether it is ade-
quate. Clearly it is done too late.

It should go on befors the fact, not subsequent to the fact. Would

you not agree? That is why I am going into this question of the sus-
pect list. If there is some indication, no matter how wild the indica-
tion is, why not develop plans for what happens to those communi-
ties?
_ Mr. Kegr. I think two things bear on this, Mr. Chairman, if I may.
I would like to reiterate I am not an expert in the field of economic
adjustment. One, if we were to have walked into Hunters Point 5
years ago we would have scared them half to death. It might not
have come to fruition for a varicty of reasons. That is one point.

Two, this is an arca in which T am not an expert, any planning
other than a modus operandi done at that time could probably be
invalid in 5 years.

Mr. Warpe. Assume annually.

Mr. Krrr. This would require a tremendous effort on our part.

Mr. Warpre. It should require a tremendous effort. )

Mr. Hoaan. May I suggest a possible No. 3 to that, since we dan’t
live in the Utopian world that Mr. Melman envisions for us, the
entire congressional delegation would bring unbearable pressure to
bear to try to reverse that suspect list to eliminate their own con-
stituencies from that Hst.

Mr. Kxrr. Absolutely.

Mr. Warpre. If that is true, what Professor Melman said is cor-
rect, we will never have the opportunity to plan for conversion in
this country if those are the forces at work. Mr. Kerr, you say it
will alarm the people in the local community to find someone plan-
ing in advance. Not only would it alarm them, but Mr. Hogan says
affected Congressmen would all try to stop it. If that is correct,
we should stop planning for reconversion. That seems to me not to
be an answer.

Mr. Hogan?

Mr. Hocaw. Including, Mr. Chairman, those that demagogue the
most vociferously about the reduction in the military budget. They
are the ones who scream the loudest when their own constituents
are affected by the fallout of this. It is a patrt of the political system
of our democracy.
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Mr. Warpie. It could very well be. Your suggestion that hypo-
crisy ought to be resisted is very interesting.

Mr. Surrnax. I have many arguments with Mr. Melman over this
question and I like the word “utopian”. This would be wonderful
it it were possible. I have so many considerations that enter into this.
Let us take a SAC base, planning a conversion of a SAC facility.

Those of us who have had to deal with the realities of an adjust-
ment effort in these SAC locations at Roswell and elsewhere through-
out the country cannot get the engineers and planners into this fa-
cility for sccurity reasons. This is the thing that many people in
academe forget.

There are some very specific and hard security factors that enter
into the development of a comprehensive review plan. Mr. Kerr’s
point, not to be redundant, also bears heavily on this. A 5-year-old
plan ‘on Iunters Point might identify four or five uses applicable
at the time but not appropriate today.

Mr. Warpme. Wait a minute. Let’s stop at that point and let me
throw this out. Your suggestion is that you can’t plan 5 years in
advance because what you plan for today will be outmoded 5 years
in advance. Does the Pentagon not plan for war 5 years in advance
becz;use what they are planning today will be outmoded 5 years from
not ?

Mr. Kuerr. We do.

Mr. Warpie. And you update your plans?

Mr. Kerr. Yes,

Mr. Warne. That is no excuse for not planning. There may be
other excuses for not planning for reconversion, but it is not be-
cause your plan will be outmoded in the future.

Mr. Krrr. The point is simply, I think, Mr. Chairman, it would
have to be constantly updated.

Mr. Warpm. Of course, it would. Any plan has to be updated. It
would be foolish to plan today and say that is the answer and 20
years from now pull out the plan and say that is what goes. I gather
from what you folks are telling me, you folks who have the re-
sponsibility to ease the impact on these communities, there is no
way of doing it until the impact occurs.

Then you will seek to ease that impact. You cannot plan in ad-
vance to help those communities.

Mr. Stmmman. You definitely can plan in advance on the off-base
properties. This is entirely valid, and I think should be pursued.

Mr. Warpre. What does the government do in that regard?

Mr. Smmmman. JIUD’s 701 program, provides for the compre-
hensive planning, enabling the community to undertake a variety
of special studies.

Mr. Warpte. So you assume your planning is just to detgrmine
how to utilize the base property that is closed ? That is the assistance
that you give the community. . .

Mr. Surenan. Yes; but in addition to the off-base situation, we
also utilize the 701 planning moncy to aid in diversifying the econ-
omy of the total area. We are talking about two distinct universes
here in terms of planning, one relating to the base, the other re-
lating to the area.
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Mr. Warpme., Now the $30,00 given Mayor Alioto, for example,
was for planning off the base?

Mr. Snurenan. It is for on-base planning.

Mr. Warpre. On-base planning?

Mr. Sueenan. Yes.

Mr. Warpm. For Oxnard, does your plan deal with on-base or
off-base ?

Mr. SteenaN. Tt includes off-base and on-base planning.

Mr. Warpre. And of your staff, their responsibility is for both
functions?

Mr. Sirsemraw. Yes; that is correct.

Mr. Warpre. T think T get the drift. Please continue.

Mr. Crewrow. T should like to add one parenthetical comment hero
at this point, Mr. Chairman, and that is in terms of the continuity
of the planning cffort, we may well want to remember that 5 years
ago there were in the Defense Department appreximately 1,400,000
civilian employees and today there ars 1,030,000 civilian employees.

We have seen a net, reduction of more than a third of a million
in the Inst 5 years of civilian employees, which would indicate a
substantial movement in terms of determination of activity to be
performed and place of performance as well as the numbers of those
persons performing.

The findings of the reconnaissance survey, if T may continue with
my prepared statement, plus the findings of the committee during its
visit are used to help local officials prepare a new development plan
or revise an existing one. The development plan in those instances
when a base is being closed, includes, in addition to recommenda-
tions for other parts of the country, detailed proposals for use of the
base property itself.

The plan may recommend that land and existing buildings be
utilized for such purposes as housing, industry, storage, transporta-
tion, recreation, and education. The proposals, in every case, are
integrated with overall land use and highway plans for the com-
munity.

We recognize that such development plans are not cast in con-
crete, but rather that they must be revised from time to time to meet,
the changing conditions.

They are designed, however, to be well thought out guides in-
dicating in each case a strategy that the local organizations can
follow to create new jobs and improve public facilitics and services.

Many people, other than local officials, are involved in moving
ahead on the package of recommendations. The committee’s staff
plays a key role. As appropriate, it will enlist the help of various
State and Federal agencies. Private resources also are sought, in-
cluding investors.

Consultants may be engaged for special studies. Sometimes a
way is found to provide the local organization with a full-time pro-
fessional staff to direct the program. As long as the local organiza-
tion feels the need for its help, the committee’s staff will assist by
initiating needed actions—all part of the general plan-—and fol-
lowing np to see that they are carried out.

A major thrust of the program, as we noted earlier, is to assist
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the displaced workers by creating jobs where they presently live,
or by helping them obtain jobs in areas where they are available.

New or expanding industry and trade are the real job generators;
accordingly much of our effort is focused on expanding industry
and commerce. In its work on industrial and commercial develop-
ment, the committee and local planners study the region as well
as the community.

Such matters as the regional highway net, sources of raw ma-
terial, markets, sewer and water facilities, existing industrial and
commercial activities, building sites, urban transportation, airports
and air service, quality of labor, the availability of risk capital, and
promotional activities are examined before a work program is
developed.

Work on community amenities is an important although indirect
way of creating employment. Improvements in schools, libraries, hos-
pitals, recreation facilities, housing, and a modernization of the
commercial core can help attract new industry, tourists, and keep
young people at home.

The upgrading of human resources is an important part of the
development program. The committec cooperates with local officials
and representatives of various Tederal and State agencies to pro-
vide, as needed, basic and university education as well as vocational
training.

Part of a military base, for example, may be reserved for edu-
cational use. A branch of the State University or a vocational-tech-
nical school may be established. Right now there are 19 of these
operating on former defense properties. Defense equipment not pres-
ently needed, may also be used for training purposes.

For example, machine tools totaling over 8,000 pieces of equip-
ment, are being loaned to approximately 400 educational institu-
tions in 44 States. Expansion of higher cducation also has been
promoted in some cases. For example, a branch of the University of
Maine is located on part of the former Dow Air Force Base in
Bangor, Maine. :

An imaginative program has been established on the site of the
former Air Force base in Lincoln, Nebr. This operation, originally
started in 1971 by a $300,000 grant from the Department of Health
Education, and Welfare, 1s attempting to resolve the rural educa-
tional problems of the 17 State area.

With a base clesure or major reduction action, home owners among
Defense personnel often face severe financial loss as they may not
boe able to sell their homes at reasonable terms. The Department of
Defense Home Owners Assistance Program assists materially in
reducing losses incident to the disposal of homes. It has supplied
payments of almost $18.5 million to approximately 6,500 home
owners, and has assumed almost 2,000 mortgages with a total value
in excess of $11 million.

“Forebearance authority” of the Department of Housing and
Urban Development also is available to military-connected home
owners who are unable to secure a fair price for their property.
Under this authority, home owners can make arrangements with
holders of F'HA-insured mortgages to abate mortgage payments to
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avold foreclosure for a considerable time, and thus wait out the
sale of their homes for a reasonable time.

Where a large quantity of Defense-owned housing becomes ex-
cessive, the committee works with the General Services Adminis-
tration to see that the houses are scheduled for sale over a long
period so as not to depress the local real estate market.

Mr. Warpm. What is defense-owned housing ¢ Ts that housing that
was formerly owned by a civilian employee that the Defense De-
partment took over?

Mr. Crewrow. Where the mortgages have been assumed, sir.

Mr. Warnie. So, the Defense Department just holds those until
there is a time they can go on the market?

Mr. Ciewrow. So there is a phased disposition as opposed to a
bunched disposition.

Mr. Warpme. Do we do that at all for people that work—for ex-
ample, Boeing in Seattle, the SST contract which resulted in un-
employment from the Government failing to subsidize Boeing any
longer, do we talke care of those employees with similar programs,
or arc you aware of that?

Mr. Crewrow. I am not aware of that. One of my associates here
may be aware of it.

Mr. Stueeman. Congressman, I am not absolutely certain of this.
but T believe the mortgage forebearance as it applies to HUD-funded
housing is applicable in those cases.

Mr. Warptr. Is there a similar agency to yours by the way that
deals with impact on the community from a withdrawal of a Gov-
ernment contract that was the sole source of employment in the
community? For example, do you deal with a military contract?
Suppose it is tanks somewhere and you Stoi?r producing tanks and
there is a lot of unemployment that results from the withdrawal of
that contract. Do you folks go into operation at that point?

Mr. Sheehan. You are referring to private deferse contractor im-
pact situations?

Mr. Warpie. Yes.

Mr. Suremaw. That is correct. In fact, prior to April 17, 66 or 68
percent of our community locations were of this tvpe.

Mr. Warpe. Do you have for those workers these benefits that
you just described for civilian workers?

Mr. Sursman. Yes, they would also be applicable in those defense
contractor impact locatibns.

Mr. Warpie. They would?

Mr. Semnmaw. Yes, that is correct.

Mr. Xerr. I wonder if we are understanding properly, because
I believe your question originally was addressed to housing, and we
provide no housing for private contractor’s people. I am not certain
that we would apply the personnel benefits except for Defense De-
partment employees alone. I think there was a breakdown in the
communications .

Mr. Surenan. It is under FHA mortgage. If T was an aerospace
worker.

Mr. Warpte. Let’s go back a bit. When there is an aerospace shut-
down because they were building military planes and they are no
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longer building them, they lose a contract or something, does this
committee go into operation?

Mr, Suzemax, That is correct. In the case of Wichita

Mr. Kerr. The economiec adjustment portion of it does.
. Mr. Smreman. But not Defense. We go to HUD for relief for
those individual home owners.

Mr. Warpie. Forget just the individual home owners, you go into
that community and do the same sort of planning for that com-
munity ¢

Mr. Smrenan. Exactly, that is correct.

Mr, Warore. With this same staff ?

Mr. SureaaN. This same staff, that is correct.

Mr. Warpimn. You have a tremendous responsibility for handling
those plus military base closures.

Mr., Surrpan. Yes.

Mr. Warpie. You are really handling many of the economic dis-
Jocations in the country, because they are all generally a reaction to
Defense adjustments.

Mr. Suueuax. Congressman, on that question, I view this in the
context of a professional. Over the past 20 years, there has been
a tremendous capability developed at the State level and at the
community level. For example, the State of Ohio when I cntered
this field had four or five employces in their State economic de-
velopment agency. Today they have somewhere in the neighborhood
of 130. This is true of most States across the Nation.

In addition, all of the communities and cities themselves have
developed a capability in this field. So, it isn’t solely a Federal
responsibility to function in this adjustment arca. There is great
capability at the State, at the city, at the county level, and, of course,
in the private sector with the area development departments of rail-
roads, Chambers of Commerce, ot cetera.

Mr. Warpie. Is there any preplanning done anywhere for the
eventuality of a base closing or of a defense plant closing? Can I
look anywhere to find a plan in existence that assumes the disaster
of a plant closing or a base closing?

Mr. Smerpan. Yes. Two years ago the State of Massachusetts
employed a private consultant to look at the total defense impact
in the State of Massachusetts. Governor Rockefeller in New York
undertook a similar study. A statewide adjustment commission was
established for this purpose. Several of the States have undertaken
this kind of pre-impact planning.

Mr. Warpie. The Federal Government has not?

Mr. Sarraan. No, not per se. -

Mr. Warpm. We might get hold of the Massachusetts plan. I
would assume they are going to have great meed for that. Please
continue.

Mr. Crewrow. The Committee, in carrying out its mission, recog-
nizes the high significance of the human resources. As a result,
training programs to improve this resource have a high priority in
all development programs. There have to be available jobs, and
preferably a choice of jobs; hence, one of the major efforts of the
Committee in its association with community leaders has been aimed
at fostering cconomic growth and stable employment.
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By June 30 of this year, the communities which have received
major economic adjustment assistance will have replaced 79,456
phased-ont defense jobs with over 80,700 new non-Defense jobs—
a better than 1-to-1 ratio of jobs gained to jobs lost.

Mr. Warpie. T don’t understand that. Give me an ecxample of
the community that received major economic adjustment assist-
ance and that had phased out defense jobs that were replaced with
non-Defense jobs at a better than 1-to-1 ratio.

Mr. Sureman. In the city of Mobile, Ala., there were some 12,000
civilian jobs taken out of the city of Mobile.

Mr. Warpie. What closure was that?

Mr. Sureman. That' was the Brookley Air Force Base closure.

Currently, and these figures are provided by the city and county,
these are not our numbers

Mr. Warpm. When was that closure?

Mr. Suxemaxn. I don’t have the date of that closure, but T can
provide that for the record, Mr. Chairman. I believe the closure
date was 1967.

Mr. Warpie. The new figures are what?

Mr. SueenaAN. 19,500 new jobs.

Mr. Warpie. What year?

Mr. Snizemaw. This 15 1973,

Mr. Warpir. In the City of Mobile, Alabama?

Mr. Surrrran. That is correct.

Mr. Warpm. And it is your assumption in that 5-year period the
19,000 new jobs would not have been in addition to the 12,000 jobs
that were lost? There would have been no creation of new jobs during
that period?

Mr. Smeenax. Yes, this includes the overall expansion of the gen-
eral economy in Mobile.

Mr. Warpiz. From 1967 to 19731

Mr. Suzrman. Yes.

Mr. Warpm. What if that would have been attributable to the ex-
pansion of the economy?

Mr. Semrman. I would have to request this from the Chamber
of Commerce in Mobile.

Mr. Warpte. Is it your contention. so that I understand your
contention, that these 19,000 new jobs were the creation of the
major economic adjustment assistance that was given to Mobile ?

Mr. Smeriran. No, not solely the responsibility or the function
of the Committee. The Committee had a very important function
in working with local and State agencies and the private sector in
Mobile.

Mr. Warpmm. What portion of that would you attribute to the
major cconomic adjustment assistance that was given Mobile?

Mr. Suerman. T would judge that probably—and this is just an
estimate on my part—it may be 3,000 of those jobs were generated
directly on the base as a result of our effort.

Mr. Warpre. So actually it was a loss of 12,000, 8,000 new jobs
were generated by your activity, and 16,500 jobs came as the result
of some other actions.

Mr. Suerman. I am saying our effort in terms of the 19,000. The
general economy expanded.
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Mr. Warpie. But you don’t take credit for that?

Mr. Surenan. No, we don’t. '

Mr. Wacpie. This statement “By June 80, 1973, the communities
that received major economic adjustment assistance will have re-
placed 79,000 phased-out defense jobs with 80,000 new non-Defense
jobs—better than a 1-to-1 ratio”—you don’t credit that to anybody,
do you?

Mr. Sueeman. No.

Mr. Warpie. Wouldn’t that be true of any community that does
not receive major economic adjustment?

Mr. Surrman. In each of these locations, these are numbers pro-
vided by the Chamber of Commerce where we have had a base
closure or a major defense contract termination. We look at the
employment at Donaldson Air Force Base in Greenville, S.C., and
I have got some numbers on that. We took 672 civilian jobs out.
On that Donaldson Air Force Base, the numbers are currently
4,370 non-Defense jobs on that former military installation. I can
provide for the record a rccap of the numbers on each of these
locations.

Mr. Warpie. Your conclusions there I presume would be the best
thing in the world for that community is to close that defense
installation ?

Mr. Spremawn. In fact, the editor of the Greenville newspaper
made that statement in an editorial recently in the newspaper. He
said, “I wish, Mr. Secretary of Defense, you had another base to
close in Greenville, S.C.”

Mr. Warpie. I guess it would be fair to say that if we could close
all the bases in the country we would all be better off.

Mr. Crewrow. Let me state my reason for making this statement
was to indicate that there was not sheer economic chaos with the
closing of an installation but rather this activity provided the cata-
lyst which provided the recovery at least the equal.

Mr. Warpie. In every statistic you have given me it is not only
equal, but it is better. The best thing that happened in those com-
munities was to get rid of the Defense Department’s intrusion in
those communities. Is that a wrong conclusion?

Mr. Smerzan., Mr. Chairman, we have just recently concluded a
major effort in the city of Wichita. I realize that there was a major
injection of Federal moneys in many areas in support of the pro-
gram, but I think the most significant comment came from Mayor
Green and the chairman of the Wichita Area Growth Council. He
said, “Mr. Shechan, I think one of the most significant benefits:
from our work with the committee was, 1, the organizational ve-
hiele that you, together with the State, together with the county
and the city, pulled together and established in Wichita. It will sus-
tain us not through 1972 but well into the 1980% if we are to sustain.
and maintain this type of leadership organization in the com-
munity.”

He said, “This is the first time since 1883 the City of Wichita,
the county of”—I don’t recall the surrounding county—“and the
private sector were working in harmony and together,” and he said,
“I think apart from the tangible specific benefits your committee
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left in our area, the most significant one was this organizational
vehicle you provided and encouraged that it be established.”

Of course, the second thing he stressed was the fact that we,
working with local leaders, provided a development strategy for
the long-term growth of that city. I am inclined to agree with
him. T think these were two very significant inputs into that effort.

Mr. Warpte. Please continue.

Mr. Cuewrow. In conclusion, I would like to emphasize that De-
fense management and personnel officials maintain a strong sense
of responsibility for assuring that displaced employees are afforded
meaningful assistance and that local communities are aided in al-
leviating economic impacts resulting from base realinement actions.
We believe we have gone far beyond the minimum requirements of
law and regulation to provide this assistance.

As a responsible employer, in the Defense Department, we sin-
cerely believe that we have an obligation to our employees and
the communities in which we are located to take all reasonable steps
to minimize, insofar as possible, the adverse effects upon them of
necessary changes in base structures.

1 want to cxpress appreciation to you, Mr. Chairman, and to
other members of your committee for giving us this opportunity
to present the testimony on this particular subject.

- Mr. Warpme. Thank you, Mr. Clewlow. I have some questions
that I want to give to you based on our correspondence.

In your letter to me of May 25, you indicated that sometime in
June vou might have information on the time phasing of personnel
actions and the number of employees who will be subject to redue-
tion-in-force and transfer and who may be expected to retire as a
result of base closures. Do you have that information available now?

Mr. Clewlow. 1t will be about another week to 10 days before we
have that information.

Mr. Warpte. T would appreciate your sending it to the subcom-
mittee, if you would.

Mr. Warpte. You indicated in that same letter that you do not
have in one central source a breakdown of actual numbers of pres-
ently employed individuals to be affected and the vacant positions
to be abolished at each- base. If that i3 so, how can you operate an
effective nationwide job pool? How can you make the best use of
job vacancies data and available skill data if you do not have a
central system? I presume the answer to that would be in your
description to me of the computer operations?

Mr. Crewrow. That is correct.

Mr. Warpre. How did you select the arcas in which military bages
were to be closed down? I presume you did not select the areas?

Mr. Crewrow. I would like, if T may, ask Mr. Kerr to address that
question, sir.

Mr. Warpie. On the face of it, it appears that some functions
were transferred from areas with high employment, such as Rhode
Island and Massachusetts, to some other areas in the South where
unemployment figures were below the national average. Are regional
factors such as unemployment or dependence on defense activity
considered before base closing decisions are made?
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Mr. Kurr. The answer to that is, no, sir, not from the standpoint
of those of us that evaluate the necessity for retaining or continu-
ing to operate a base. It is purely a matter of military necessity, our
5-year programs, and the strength of our military services.

Mr. Warpme. Those factors to the extent they are considered are
intruded politically by the legislative process?

Mr. Krrr. One would assume so, yes.

Mr. Warpie. Why was there such a short leadtime from announce-

ment to the completion of closure or transfer in the present cases?
T understand that one of the reasons why the Bangor, Maine action
was so successful in the 1960’s was that they had relatively long
leadtimes from announcement to the time the closure activity had
to bo completed. Would longer leadtimes reduce the problems of
“individuals and affected locals?

Mr. Kerr. 1 think the answer would have to be yes, because it

would give Mr. Shechan and the personnel folks more time to get
into it. We did not have—I don’t think we had unusually short lead-
times, not much different than in the last 10 or 15 years, this par-
ticular time.

ITowever, we felt a very urgent press of dollars, and this was the
major motivation.

Mr. Warpte. Do you offer assistance to every affected community,
or must their representatives seck out the Office of Economic Ad-
justment ? '

Mr. Suerman. We participate only on request of the community.
Of course, when we view a community, we view a request from the
congressional delegation as a request to participate or to assist the
community.

Mr. Warnte. T guess part of that question would involve, do you
have adequate programs of informing the affected communities of
the availability of your services?

Mr. Semrran. That is correct, we do.

Mr. Warpie, How is that done?

Mr. SteemaN. As I am sure you are aware, the Federal Handbook
of Aid to Communities fully describes the program. The base com-
mander in each location is fully aware of the program; i fact,
repeated mailings have gone out to the base commanders relative
to our function, and they are meeting weckly or monthly with
key area leaders in all affected Jocations.

So, this I feel is common knowledge throughout the country.

Myr. Krrr, There is another aspect to that, too, Mr. Chairman.
When the announcement is made, on the date of the announcement,
that announcement made by the Secretary, or by whatever method,
makes reference to the existence of the program.

In addition, when the congressional committees and the affected
members are notified, it is simultaneously on the day of the an-
nouncement.

Mr. Warpe. Is the DOD now embarked upon a general reduction-
in-force ¢

Mr. Crewrow. I would classify this as a general reduction-in-force

because of the size of it, sir, at the present time.
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Mr. Warpe. Does that not add to the difficulty of finding new
employment within DOD for those who are displaced ?

Mr. Crewrow. It gives us some trauma just at this time in finding
employment for everyone.

11\11-. Warpmme. Actually, I guess the whole of Government is in-
volved

Mr. Crewrow. I think we have to consider one factor in reduction-
in-force, and that is in any kind of an organization, whether we
are dealing in industry, in institutions such as universities, or
whether we are dealing with the Federal or State Government, there
is a_certain percentage of turnover.

We identify this as attrition. The longer the leadtime, the more
can be absorbed by attrition.

Mr. Warpte. Right now do employvees who are affected by RIF
rather than a base closing have the same rights as those who lose
their jobs because of base closures?

Dr. Varprs. If they are being separated through a reduction-in-
force, they have the same rights for placement as other employees
who ave being scparated at a base being closed, yes, sir.

Mr. Warpie. 1f an employee is being separated just because a
base is being closed, he is in the same category as a reduction-in-
force employee, isn’t he?

Dr. Varpes. Yes, sir. An employee who is being separated
involuntarily by reduction-in-force is registered in our system on
the same basis as an employee being separated because a base is
being closed.

Mr. Warpte. So, neither is treated differently. He gets

Mr. Crewrow. Equal rights.

Mr. Warpie. Gentlemen, I have no further questions. I appreciate
your testimony. Your responses have been quite open and quite
frank. I appreciate your coming.

Thank you very much.

[Whereupon the committee adjourned at 11:40 a.m. to reconvene
at 10 a.m., Wednesday, June 6, 1973, in the same room.]
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FEDERAL EMPLOYEE ASSISTANCE IN A REDUCTION
IN FORCE"

WEDNESDAY, JUNE 6, 1973

U.S. House oF REPRESENTATIVES,
CommrrTer 0N Post Orrice ANp Civil SERVICE,
SUBCOMMITTEE ON RETIREMENT AND liMrroyrn DBeNerrrs,
Washington, D.C.

The subcommittee met at 9:30 a.m., in room 210, Cannon House
Office Building, Hon. Jerome R. Waldie (chairman of the subcom-
mittee) presiding.

Mr. Warpre. The subcommittee will eome to order.

Our first witness is Mr. Jerome Barnett who is a special assistant
to Mr. James X. Kcefe, Department of Industry and Commerce,
State of Maine. Mr. Keefe was unable to appear today because of
a commitment that was important elsewhere. Mr. Barnett will be
testifying in his behalf. .

Mr, Barnett, we welcome you to the committee. Pleaso proceed.
Would you wish to have Mr. Kecfe’s statement included in the
record in its entirety?

Mr. Barnerr. Yes, sir; I think that would be best and I would
submit myself to questioning rather than read his prepared remarks.

Mr. Warpm. As a matter of fact, if you could summarize his re-
marks, we would appreciate it. We will, however, include them in
the record.

STATEMENT OF JEROME BARNETT, SPECIAL ASSISTANT TO
JAMES K. KEEFE, DEPARTMENT OF INDUSTRY AND COMMERCE,
STATE OF MAINE

Mr. Baryprr. In summarizing, Mr. Chairman, I would say that
you can have good and bad results when announcements are made
regarding closings of military installations. We are talking on Air
Force bases.

In regards to Presque Isle, Maine, I was at that time with the
Federal Government, Area Redevelopment Administration, U.S. De-
partment of Commerce. It was a short notice. In other words, sir,
they announced they were going to close Presque Isle Air Torce
Base say within 4 months. You can arguc the point, does this mean
that the community gets together faster, if they are given a longer
time—in other words, longer notice? And I feel it works both ways,
bocause I cite the instance of the Dow Air Force Base in Bangor,
Maine. The Dow Air Force Base and the city of Bangor were noti-
fied that they were going to close the base, 4 years, whercas Presque

(43)
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Isle was a shorter period of time. Commissioner Keefe had the op-
portunity and was hired to come up to Presque Isle, to organize the
town, and he had the backing of the town and community officials
to the point where, today, on Presque Isle Air Force Base, known
now as Presque Isle International Airport, we have more people
employed than when we had the military people there.

Going to Bangor and Dow Air Force Base, every building that
was usefnl on that base is now being utilized. T would say this, that
it is a blow, naturally, when they say they are moving out a military
irstallation but also it is an experience to work with the community,
to get the community leaders together as far as the bankers, the
Chamber of Commerce and other leaders to work together to put
their heads together and more or less just get the base going.

Mr. Warpre, Let me ask a question or two. In both the Presque
Isle and Dow Air Tlorce matters, what was the role of the Federal
Government in assisting the reconversion?

Mr. Barnerr. Well, in both cases, sir, it was the Department, of
Defense who took over as the guiding organization. As far as Presque
Isle was concerned, my experience, with the Area Redevelopment Ad-
ministration at that time under the Department of Commerce was
working in Aroostook County as it had been designated as a de-
pressed area.

Commissioner Kecfe set an office up in Presque Isle and brought
in the Small Business Administration as well as other Federal agen-
cics that would he of assistance.

Mr. Warpie. Department of Commerce?

Mr. Barwmrr. Area Redevelopmens Administration under the
U.S. Department of Commerce.

Mr. Warore. Now, did the Air Force, itself, or the Department of
Defense participate through this eommitteo?

Mr. BarnerT. Yes, sir.

Mr. Warpm. What was its role?

Mr. Barxerr. They set up a liaison committee, and they worked
closely with the office that was set up.

In other words, we had access to seeing the bass commander and
access to show the buildings, more or less clear the way of possible
road blocks,

Mr. Warpte. But the Area Redevelopment Administration was
really the primary Federal Government entity involved at Presque
Isle?

Mr. Barnerr. No, sir, Department of Defense.

Mr. Warpre. And this liaison

Mr. Barwmrr. All Federal agencies involved working out of Com-
missioner Kecfe’s office.

Mr. Warpie. The Liaison Committee of the Department of Defense
had a subordinate role.

Mr. BarwverT. No.

Mr. Warpte. At Dow Air Force, was that the same?

Mr. Barnerr. No, sir, because the city of Bangor was not a de-
pressed area, it was the Department of Defense,

Mr. Warpie. So, the Department of Defense was the primary gov-
ernmental entity ? : ,
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Mr. Barverr. In Bangor, yes; and also Presque Isle.

Mr. Wacpme, Did you participate in both those?

Mr. BarNETT. Yes, sir, as a Federal employee.

Mr. Warpie. In your view which was the best administered? In
other words, would we be well advised to taim over this responsi-
bility to the Department of Commerce or would we be well advised
to leave the responsibility with the liaison committee of the Depart-
ment of Defense?

Mr. Barxerr. Well sir, in answering that question I would say that
the Department of Defense, as far as the Ifederal Government en-
tity, but with a State entity, Department of Commerce and industry
in Maine’s situation would be the State organization. In other words,
what I am trying to say, I guess it is a ball team all working together
and it worked out well with the Department of Defense in Bangor
and it worked out well in Presque Isle in the same way.

Mr. Warpme. If T understood what you said, you are saying it
does not really make any difference. It worked out well in cach case.

Mr. Barnerr. In my experience, yes, Sir.

Mr. Warpre. Whichever one of the two?

Mr. Barxrrr. Right, sir.

Mr. Warptr. What was the size of Presque Isle at the time of the
closing ¢

Mr. Barnerr. At the time of the closing, sir? 18,000.

Mr. Warpre. What percentage of employment opportunities did
the Air Force provide to that population ¢

Mr. Barnere. I would say the percentage, 25 perecent.

Mr. Warpre. And in Dow Air Forco, what was the population?

Mr. Barwerr. Population of Bangor at that time was probably
about 40,000.

And employment out there I would have to say 10 percent.

Mr. Warpie. So, the impact on Presque Isle was the most severe,
T guess.

Mr. Barwerr. Yes, sir.

Mr. Warpie. I do not understand why it is that Maine has such

a remarkable success. Tave you ever had a bad failure up there 1n
terms of any closings?

Mr. BagNerT. You mean, as far as closure, sir?

Mr. Warpie. Yes.

Mr. Barxerr. No, sir, those are the only two. We still have Loring
Air Force Base at Limestone which is 14 miles north of Presque
Tsle. Then we have the Brunswick Naval Air Station in Brunswick,
Maine which is 33 miles west of Portland, no other closing.

Then, of course, we have the one you have probably been reading
about, Portsmouth, Kittery Navy Yard.

Mr. Warpie. Yes. Well, T am impressed the two experiences you
have had, as dissimilar as they scem to be, both have had a successful
result. We are trying to draw some conclusions as to whether it is
advantageous and helpful to the communities involved, as well as
the employees that there will be ample notice before closure so that
preplanning can occur long in advance of the traumatic events of
closure, and Dow Air Force wounld seem to say yes, that is a good
way to do it. But Presque Isle would seem to say it does not make
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much difference. Would Presque Isle have been able to come up with
an easier transition from military to civilian had you had 4 years as
you did in Dow?

Mr. Barnerr, Well, sir, I think maybe it comes down to the answer
ol how the community faces up. I mean, I can speak from expericnce
in Presque Isle. People just rolled up their sleeves and went to work.
They naturally knew we had some problems. They went to work
and all worked as a team. The same way in Bangor. It was quite a
startling announcement when Dow Air Force Bage was going to be
closed. But the difference was cverybody could plan more because
they had a longer period of time to know when the closure was
going to take place. In answering your question, I guess it is up to
the community. T guess I would have to answer you that way, sir.

Mr. Warpre. Was Presque Isle an easier conversion than Dangor?

Mr. Barnerr. Was Presque Isle an easier conversion than Bangor?

Mr. Barserr. Yes. sir.

Mr. Warpte. Considerably easier?

Mr. BarnerT. Yes, sir, because of the time we had to work in.

Mr. Warpre. Maybe that explains why vou were able to do it in
4 months whereas 1t took 4 years in the other instance. If you have
a complicated conversion, it just stands to reason to me that the
more time you have, the better off your conversion opportunities
will be. The Defense Department says this: that you should never
give a community prenotice of your intention to close a base down
because they panie. Do you agree with that?

Mr. Bar~erT. No, sir.

Mr. Wawpie. Do you believe the community ought to be given
notice as quickly as possible of even remote plans to close the base
down so they can start planning?

Mr. Barxerr. Yes, sir.

Mr. Warpie. The Department of Dcfense has a list of bases that
they keep in their pocket of potential closures when the need arises.
Do you think we ought to be planning in those areas for ultimate
closure if unhappily or happily that is required?

Mr. Barxerr. Well, sir, I believe,.if they have in their pockets
lists of potential closing of bascs, that they should meet with the
Governor of the State and the State agency, like in Maine, sir, the
Department of Commerce and Industry, and then set up an orderly
plan. It could be a bad experience as you say. I think we should have
advance notice to set it up orderly, sir.

Mr. Warpie. You have other bases ieft in Maine?

Mr. BARNETT. Yes, sir.

Mr. Warpie. Have you been operating on the assumption that fate
may deal a blow to those two bases, also, and have you therefore
engaged in some planning involving the area surrounding those bases
if that does happen?

Mr. Barxzrr. No, sir; not to my knowledge.

Mr. Warnre. Then you would sit back and wait until an announce-
ment {from the Department of Defense comes?

Mr. Barwverr. Yes, sir.

Mr. Warpie. Why %

Mr. Barnerr. We have been told say, for instance, Limestone,
which is Loring Air Force Base, is the most strategic.
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Mr. Warpie. But you were probably told that about Presque Isle.

Mr. Barnerr. Yes, sir, that is true. In answer to your question, we
do sit back, yes, sir.

Mr. Warpis. Is that wise?

Mr. Barnrrr. No, sir.

Mr. Warnre. No; I do not think it is, cither.

1 think the responsibility for planning for conversion of bases
from war to peaccful uses is a responsibility of local, State, and
Federal government.

Mr. Baryerr. Yes, sir.

Mr. Warpm. And I think none of these entitics ought to sit back.
Probably the key responsibility is State and local to do the planning
-and then go to the Federal Government.

Mr. Barnerr. Usually it gocs to the State because the local govern-
ment does not think of it.

Mr. Warpm. I think that is right.

Then demand of the Federal Government the participation and
-assistance you need and keep updating those plans.

Now, is Presque Isle and Dow Air Force—or Dow, or Bangor—
are they better off do you think now that those bases have been closed ¢

Mr. Barnrrr. I do,

Mr. Warpte. Well, I would think so, too, the way you have de-
seribed it.

Mr. Barnurr. We have, as I say, more employment on both of the
bases, Bangor and Presque Isle, than we had with the military
personnel there.

Mr. Warpie. ITow long has it been in each instance that the clos-
ares were effccted—DPresque was when?

Mr. Barnerr. Let us sce, sir, Presque Isle would be—I am just
thinking. That would be at least 10 years.

Mr. WarLpie. Yes.

Mr. Barnerr. And in Bangor would be six.

Mr. Warpre. How quickly did you come back—I would assume in
a decade you would have higher employment in the arca than you
would have had a decade ago? I do not know how much of that
would be attributable to the abandonment of a military establish-
ment. How quickly after Presque Isle was abandoned did you replace
it with a civilian operation?

Mr. BarnerT. Over a period, sir, of 3 years.

Mr. Warpir. Three years?

Mr. Barnerr. Yes, sir.

Mr. Warpie. What happened to the families that were unem-
ployed during that 3-year period, do you have any tracings of that—
were there any studies done? After a 3-year period, I presume there
were enough jobs to employ everybody that lost a job but, during the
3-year period before the new jobs were created, were there any
studies made as to what happencd to those employees?

Mr. Barnerr. Well, sir, maybe I misunderstood you. Are you say-
ing civilian employees or military employecs?

Mr. Warpte. No; civilian employees. Military, I presume, were all
transferred.

Mr. Barxerr. Yes, sir.
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Mr. Warpie. Civilian employees that lived in Presque Isle.

Mr. Barwerr. I really can’t answer that becauss, to answer cor-
rectly to vou, sir, T do not think there were that many civilian em-
playees other than in your PX’s and base supply offices, and so forth.

Mr. Warpte. 1 sce, that was mostly military.

Mr. BarxerT, Yes, sir.

Mr. Warpie. So the impact then was on the civilian economy of the
loss of the military pay?

Mr. Barnerr., Yes, sir.

Mr. Warptr. All right. On the Dow Air Force closure, were there
many civilian employees employed there?

Mr. BarverTt. Yes, sir,

Mr. Wawpe, How long was it before Dow Air Force was fully
converted back into civilian production, roughly? Was it a 3- or 4-
year period ¢

Mr. Bar~eTT. 1 wonld say 3 to 4 years but, sir, see, what happened
to Dow and we have two different bases, one is that at Dow Air Force
Base in Bangor we used the hospital facilities for the city hospital.
We used a lot of the dormitories, so to speak, for the University of
Maine at Bangor. The rest of the hangar buildings were used for
going out and getting industry, General Electric, Sylvania and so
forth. Then we, of course, had one of the longest—well, not “had,”
we do have one of the longest Tunways in the country, so therefore,
we have turned that into what is now called the Bangor Interna-
tional Airport. We have built under the Federal Government and the
Economic Development Administration which is the successor to
ARA, a domestic terminal building and they also have granted money
for an international arrivals building. So what has happened at
Dow is that we do not have the congestion, we have touch-and-goes
by various airlines. And we also have them landing there when they
get logged back at LaGuardia, Kennedy and Logan International.
‘We are using the airport. And we also have a catering business there
now for our overseas aireraft that are on charter business.

We have used most of the air base as far as the air terminal is
concerred. We have used it for the University of Maine, the city of
Bangor so we have utilized it in all facots so to speak.

Mr. Warpme. That scoms to me to be a very innovative and ex-
cellent reconversion plan you have sketched. But I am curious to
know. were people that were thrown out of work because of the
closure able to be absorbed within a reasonable length of time into
the new jobs created by the reconversion, or was there an elapsed
time between their loss of jobs and the creation of new jobs—were
any studies ever made of what happened to people that lost their
jobs as a result of that base closure?

Mr. BArNETT. As far as your last question, sir, I do not think
there were any studies done on elapsed time. I believe, to my best
recollection, that there was not that many people involved as far as
losing their jobs and being on what I would say unemployment.

Mr. Warpre. That is because probably the 4-year notice, so that
you were able to phase out employment?

Mr., Barxerr. Yes, sir.
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Mr. Warome That would seem to me to be another good reason for
long-term notice of base closures so that the impact could be ab-
sorbed, and the loss of jobs phased.

My. BarNETT. Yes, sir; that is why I said there was a difference
between Presque Isle and Dow Field.

Mr. Waroie. Right.

Dow Air Force seems to me to be an awfully good example of the
way to do it, long-term notice, 4 years, very innovative use of those
facilities and little immediate impact on employment and a net in-
crease in employment of the community involved. If you can produce
statistics like that, you would have few panics as you now have when
people hear that a defense installation is about to be closed.

Mr. BarnEeTT. Yes, sir.

Mr. Warpie In fact, they would applaud it.

Mr. Moakley, do you have any questions?

Mr. Moaxiry. Yes, Mr. Chairman. I concur with the long-range

notice. In fact, I just left a meeting with Admiral Zumwalt. We were
talking about the closing of the Boston base. ITe said this base has
closed 3 years too late, meaning that the military knew well in ad-
vance of the proposed closing date that the Doston Naval Shipyard
would be phased out.
' So, there would be no reason in the world that they could not give
a 4-year notice in that situation. I just think that althongh I admire
what has happened in your area and I admire very much how the
community got together once the notice was given and rolled up
their slecves and went to work, I think you did have the time. And
T think that your situation cannot be ‘compared with the Boston
situation because you know they are two completely different neigh-
borhoods and communities.

Mr. Barxerr. Yes, sir, and the location, various facilities, yes, sir.
© Mr. Moaxrey. But getting back to the Chairman’s question about
the notice, the type of mnotice given and whether you thought of
phasing out the base before notice was given, 1 think that the people
in the community just do not even think, or like to think, that a base
may be closed because they appreciate all the attendant problems
such as unemployment, reconversion, and so forth. Thercfore, they
just hope it is Christmas every day.

- Mr. Barnerr. Right.

Mr. Moaxrey. And they probably block this out in their minds
and think about other immediate problems that probably necd some
attention. Many times we in the political area too often respond with
knee-jerk solutions, but in this case such a reaction was not possible
because no warning was given in advance, But I think that the same
thing happened in the city of Boston. Ultimately we knew that these
bases probably would be phased out, but we just did not want to
think about it because we were thinking of some 5,000, 6,000 civilians
and, you know, when you have an arca that has a 7.2 unemployment
ratio and add this on to it; you have a very serious problem. So I
think your group did an excellent job in converting what you did
have into what you do have now.

"‘,
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Mr. Barxerr. I wish Commissioner Keefe could be here today.
He did an admirable job at Presque Isle, Mr. Chairman. ITe went to
work for the Department of Defense and helped in base closures,
because he had done such a good job in Presque Isle. Now he is back.
as commissioner of the department of commerce and industry in
Maine, onc of the best ones we have had.

Mr. Moaxrry. Wonderful.

Mr. Warpie. I think your testimony has been very helpful. Please-
tell Commissioner Kecfe we fully understand the reason for his in-
attendance and that we extend our congratulations to him and to his:
daughter for her graduation from high school.

Mr. Barnerr. I will convey that to him.

Mr. Warpte. Are there any further questions, Mr. Moakley ?

Mr. MoaxLey. No, Mr. Chairman.

Mr. Wacpie. Thank you very much.

[The prepared statement of James K. Keefe follows:]

STATEMENT BY JAMEs K. KEEFE, COMMISSIONER, MAINE DEPARTMENT OF COM--
MEBCE AND INDUSTRY, AUGUSTA, MAINE

Honorable Chairman and members of the committee, the late President-
John F. Kennedy, in his State of the Union Message in January 1961, said that
certain T.S. military installations, including “a Snark missile facility”, were
to be shut down as obsolete. Since there was only one Snark missile base in the
world, and that facility was located in Presque Isle, Maine, the citizens of
Presque Isle were alerted to the fact that the facility in their city would be
closed. What follows is the Presque Isle story.

First, its location and demography. Presque Isle is locatad some 400 miles-
north of Boston, Massachusetts. In faet, it is a shorter distance from Boston,
Massachusetts, to Washington, D.C., than from Boston, Massachusetts, to
Presque Isle, Maine, and the transportation routes are much more developed’
between Boston and Washington than between Boston and Presque Isle.

Presque Isle is a small, rural, agricultural community of approximately
12,000 people, Much of the economie structure for Presque Isle was based on
the military and the local agricultural crop, which was potatoes.

Thus, the eventual closing of the military hase was a large, formidable task.
Presque Isle Air Force Base consisted of some 2,100 acres and some 349 build-
ings. In addition to a2 modern 8nark missile facility, it included a series of
runways (used by the Atlantic Defense Command) that had become outmoded.

Second, the closing. There were some people in Presque Isle who protested
strongly to their congressman and requested that the Presque Isle City Council
simply put a padlock on the gate and not attempt to do anything with the
facility ; but, the power structure of the commurity and the area felt differently.
Thus, early in 1961, the Presque Isle Industrial Counecil was formed. It was an
unusual organization in its makeup and, while the initial funding came directly
from the City, it was not a part of City Government. It was a quasi-municipat
operation consisting of seven directors: two directors from the Presque Isle
City Council, two from the Greater I'resque Isle Chamber of Commerce, and
three people at large. It was this group which hired the former Chamber of
Commerce Manager, James K. Keefe, to be the first full-time employee. Keefe,
in turn, hired two maintenancée men and two secretaries. Immediately, a study
was initiated of possible uses of the former Air Force facility. This consisted
of an analysis of the area—its resources, labor, ete.

At that time a decision was: made to divide the former Air Force facility into
five different packages, as follows:

(1) The Northern Maine Vocational School, which at the time was the
second vocational school in the State of Maine;

(2) Tbe building of a junior high school, which was to become known as the
Skyway Junior High School;
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(3) The retention of the housing by the military. The military personnel that
would live in the housing were stationed at the nearby facilities of Loring Air
Torce Base in Limestone, some 30 miles distant;

(4) The fourth package was the so-called Airport Package, which consisted
primarily of the existing runways and some puildings that would provide &
location for a hoped-for fixed base operator, as well as some buildings that
could be rented to produce hoped-for dollars that would provide for mainte-
nance of the airport;

(3) The last package consisted primarily of the railroad track—approxi-
mately 2.3 miles—plus a group of buildings located adjacent to the railroad
tracks, and approximately 15 buildings that made up the Spark missile facili-
ties.

After much dickering with the Federal Government and the General Services
Administration, the City of Presque Isle agreed to a purchase price of $56,000
for the last package. The $56,000 was arrived at in the end as the money that
might be derived if all the buildings were salvaged and sold for scrap. At that
time, no one felt that economic entities in the form of business concerns and
jndustries could be located some 400 miles north of Boston, Massachusetts.

The procedures and technigques worked out at-the closing of the Presque Isle
Base saw the founding of the Office of Beonomic Adjustment in the U.8. De-
partment of Defense, under the direction of Robort Steadman. Secretary of
Defense MeNamara sct this office up with the purpose of cutting, or eliminating
as much as possible, the red tape that might be involved both within the
Department of Defense jtself and within numerous Federal agencies.

At the request of Senator Muskie, a mass conference was held involving
poth Tederal and state officials, as well as many people from the local area.
Among those involved in the conference, which would later be. involved in the
process of the base closings and the development of the five packages out-
Jined previcusly, were: The U.8. Department of Health, Fducation and Welfare;
the U.8. Department of Commerce and, more particularly, jts Area Redevelop-
ment Administration, later to become the Economie Development Administra-
tion; the U.S. Department of Labor; the Federal Aviation Administration; the
Small Business Administration; and, most importantly, the General Services
Administration; plus many more that I have not mentioned.

Fach package related to an on-going Federal program, and the aim was
to divide the base into as many areas as possible and to take full advantage
of the Federal programs. Hach piece of ground or building allocated to an
area reduced the size and scope of the last package which the City of Presque
Isle would have to purchase.

The base closing was a most interesting experience and one which I ap-
preciated more later when I served with the Federal Government myself.

Here were all these bureaucrats with no rules, regulations, committees or
standards to operate with being asked to aid and assist a community affected
by a military base closing and those people who might be involved personally
in the closing.

An example of the mass confusion was the disposition of the equipment at
Presque Isle. The Office of Economic Adjustment, under orderg from Secretary
McNamara, was to make available as much equipment as possible that was
needed to launch a vocational school, junior high school, ete. At first, no one
knew where to begin, or who had priority over whom. Consequently, some
equipment simply disappeared, illegally, and some went under what were then
Jegal procedures to other military facilities, or Federal establishments through-
out the United States. Later, procedures required all military or other groups
to prove a need for the equipment. But, from this, all were to gain experience
as to what to do in the future, and definite patterns and procedures were
worked out. There was chaos and frustration everywhere, but the finnl results
were good.

At this point I would like to—if 1 may—talk about people. Tirst is the
military. Procedures with the bulk of the people stationed at Presque Isle
were pretty well established gince most of them were military personnel, Con-
sequently, two basic things happened to the military personnel at the base:
(a) some were reassigned to other facilities, and (b) some chose to retire.
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Among these who chose to retire and stay in the Presque Isle area were both
enlisted men and key officers, and they were to play important roles in the use
of the various buildings. .

The second group was the civilians, and fortunately they were a relatively
small complement because there were no set procedures as to What‘to do.
Some transferred to other bases and these, for the most part, were wives of
military personnel who were being reassigned. Some people transferred to
other military establishments through the process of “bumping” other x_vorkers.
This means that some of the workers at Presque Isle had seniority rights. A
third group simply retired. Many people found jobs at the base, either in the
vocational school, the junior high school or the various industrial and business
complexes that were to develop there later. In fact, I hired one of the militaTy
people to be on my maintenance crew, which consisted of two people. In
Some cases new ventures in veneer or shoe making were launched and all kinds
of training programs to help the new employees and employers were instituted.

The important thing wag that initial procedures were doveloped. These were
later used for all Defense Department employees affectedl by a military base
ciosing. An example is Dow Air Force Base in Bangor, Maine, which is now
known as Bangor International Airport.

I will conclude my remarks with some comments relative to the procedures
used, developed and refined for people affected by military base closings, but
the result of what happened at Presgue Isle, Maine, can be briefly stated in the
words of an article appearing in The Reader’s Digest in March of 1986, )

“Any area faced with the shutdown of a surplus military installation can
profit from the experience of this remote Maine community. Threatened with
ghost-town oblivion, it has instead built itself a boom.”

The “boom” at Presque Isle has continued. Now, 12 years later, unless you
had prior knowledge you would not know it was a former military base. It is
now ecalled Skyway Industrial Park. Jobs and taxXes on the former military
base far excead those of when it was a military faeility. All the former build-
ings are now occupied, and many new ones have been built. The list of busi-
nesses and industries and people working at the base has come from approxi-
mately 250 when the military was in existence, to well over 1,000 today. The
civilian pavroll in Presque Isle for all industry—beoth on -and off the base at
the time of its closing in 1961—was less than one million- dollars; today, the
industrial payroll exceeds seven million dollars.

The “power structure” or leaders from throughout central Aroostook County
became involved in the base closing. The closing served as a catalyst that led
to the establishment of large economic entities both on and off the base. Ex-
amples were the establishment of the world’s largest potato processing plant,
and the establishment of a second cash crop in Aroostook County.

Thus, Presque Isle was the guinea pig, so to speak, for all military actions
involving closings and readjustments which would take place in the future.

In the fall of 1964 I joiried the Office of Economic Adjustment of the U.S.
Department of Defense. It was my honor to write a text on how to organize
urban and rural areas. My job wag working with and talking to communities
for regional economic development, and to travel all over the U.S.A. in both
affected by military base closings—some larger and some smaller. Copies of
my paper are made available to all members of the Committee, and additional
copies may be secured by writing to the Department of Commerce and Industry,
State Capitol, Augusta, Maine 04330.

By January of 1965, the successful procedures and methods developed on &
trial and error basis in Presque Isle, Maine, some four years earlier, had been
ironed out. On January 18, 1965, in his special message on defense, the late
President Johnson had this to say: “Men and women, who have devoted their
lives and their resources to the needs of their country, are entitled to help
and consideration in making the transition to other pursuits.”
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By June 30 of 1965, the record of elimination of obsolete military facilities
was as follows:

Number of aetionS_ .o e 1703
Jobs eliminated e ——— 147, 801
Jobs moved geographically e mm e 137, 6560
Acres released.. e e e e 1, 630, 630
Industriai facilities released- — [ 64
Annual savings. - - $1, 034, 000, 000

1The word action means a decision. For example, a base may have 2, 3, or more
diftcrent missions, and only 1 or 2 of these missions might be affected, but the varlous
missions count as an action ; so, by 1965 they point to 703 actions, but we may be talking
about only 300 actual military closings. .

The procedures that originated at Presque Isle in 1961 were to establish a
new pattern that was refined and polished as the years went on. Prior to
Presque Isle, military base closings such as those following World War II
consisted of just closing the base and no real effort was made to assist either
the communities affected or the people involved. This procedure changed in
1961. For example, by carefully studying job turnover rates (around 149) at
the U.S. Department of Defense establishments, and using computer techniques,
it was possible to match job vacancies with those persons looking for a job
due to a base closing. Thus, by June of 1965, the nearly 300,000 employees af-
fected by military base closings were:

(1) Guaranteed a new Jjob opportunity ;

(2) Reimbursed for costs of moving to a new job;

(3) Had their income protected during period of transition,

1 am sure that these procedures have been even more perfected now and
copied by others. I know, for example, that this procedure of computer pro-
gramming and matching job openings with job geekers is now being used by
various states, one of which is the State of Maine.

The procedures on job location became so sophisticated that parts of the
country, pay levels, etc., were added so a person affected—if he chose to move—
could literally select a job opening in an area of the country to his liking and
he and his family could be moved to the new loeation at government expense.

In March of 1966, The Reader's Digest entitled its story on the Snark missile
base closing “Presque Isle Points the Way.” The initial reaction to a military
base closing is one of shock and a holler for government retention of the
facility. Acceptance of the challenge of change by community leaders, and the
use of imagination, coupled with perfected techniques, can make a base cloging
turn out to be a blessing in disguise. I know, T experienced it in Presque Isle,
Maine, and I later saw the Presque Isle story duplicated all across this great
nation in both larger and smaller communities.

My thanks for the invitation to appear pefore this Committee. I hope that
members of this Committee concerned with communities and employees affected
by military base closings are encouraged by the success encountered as a result
of the Presque Isle base closing. .

[The article which follows, “Presque Isle Points the Way,” was an
attachment to Mr. Kcefe’s statement. Another attachment entitled
«A How-To Manual,” is retained in the files of the subcommittee.]
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A
| Readers Digest

N

Any area faced with the shutdown of a surplus military
installation can profit from the experience of this re-
mote Maine community. Threatened with ghost-town
oblivion, it has instead built itself a boom

Presque Isle

Points the Way

By HarmoN TUPPER

HE ANNOUNCEMENT was made

I in Washington early in 1g61:
certain U.S. military installa-

tions, including “a Snark missile
facility,” were to be shut down as
obsolete. It came as shocking news
to residents of Presque Isle, a remote
litle city of 12,000 population in
northeastern Maine’s potato-grow-
ing Aroostook County. Their town
was the site of the world’s only
Snark base—and its closure threat-
ened them with economic disaster.
For nearly 20 years, Presque Islers
had thrived on the sprawling mili-
tary complex. The base had served
first as a transit point for trans-
atlantic military planes in World
War 11, later as a launching facility
for the air-breathing, subsonic Snark
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missiles now outmoded by ICBM’s.
The cavernous hangars, missile
buildings and maintenance shops—
silhouetted like gigantic breadboxes
against thé distant pine-clad hills—
accounted for half the town’s indus-
trial jobs, and the $2,500,000 annual
payroll of the base’s 1250 servicemen
was its economic lifeblood.

Many Presque Islers clamored for
government retention of the base.
But Secretary of Defense Robert S.
McNamara was immovable. Wash-
ington did, however, promise to
codperate in any plan to ease adverse
effects from the shutdown.

After several sessions with federal
and state ofhcials, the city council
decided that the only hope was to
buy the facility and make it eco-
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PRESQUE ISLE PQINTS THE WAY

nomically productive—a challeng-
ing undertaking for a'small, isolated
municipality. Spread over more than
2100 acres, the base included 350
structures: hangars and barracks,
supply depots, fuel-storage tanks,
clubhouses. There were two run-
ways, three miles of railroad track,
17 acres of streets and parking areas,
complete electrical, water, sewage,
and storm-drainage systems. In ail,
the ‘installation represented an in-
vestment of $19 million. How could
this formidable military machine be
transformed to save Presque Isle
from ghost-town oblivion?

Under state charter, a seven-man
Presque Isle Industrial Council was
established, with two.city council-
men and five civic-minded local
businessmen and professional men
as members. Hired as director was
energetic, 32-year-old James K.
Keefe, who had been executive man-

ager of the local chamber of com--

merce from 1956 to 1960.

As a first step, Keefe and the
Council persuaded the Maine legis-
lature to authorize $250,000 toward
a vocational training school in the
Presque Isle area. For this purpose
the federal government conveyed to
‘Maine 8oacres of theair-base land, 36
buildings, $150,000 worth of surplus
furniture, shop tools and .machines.
Then, at the Coungil’s urging, local
school-district administrators con-
vinced the State Board of Education
of the need for a new junior high
school, on 23 acres to be donated by
the General Services Administra-
tion (GSA)—the government’s

property-disposal arm. Also, since
Presque Isle lacked a municipal air-
port, Keefe and his colleagues were
able to go to the Federal Aviation
Agency and obtain for this purpose
the gift of 1500 additional acres, in-
cluding the two runways, three
hangars and cother buildings.

The Defense Department retained
a 105-acre housing development.
That left 440 acres, with six missile
hangars, nine warehouses, 12 mis~
cellaneous buildings and the railroad
track. It was this parcel that the
Council hoped to buy and convert
into a job-creating industrial center.
When independent appraisers for
the GSA could find no industry or
business interested in buying the
strange package, buried in the
Maine backwoods almast 400 miles
from Boston, it was offered to Pres~
que Isle for what was believed to be
its scrap value: $56,000.

Even at this rock-bottom figure,
many local voters opposed the pur-
chase, declaring that the proposed
Skyway Industrial Park (Keefe's
name for the project) would saddle
the city with a large white elephant.
To convert them, Keefe used news-
papers, radio and television, plus
sidewalk buttonholing. Soon all but
a diehard minority were convinced.

At Keefe’s prompting, townspeo-
ple wrote to friends and relatives
elsewhere, seeking leads to indus-
tries for Skyway Park. He himself
sent some 5000 letters to wood-using
manufacturers, potato-processors
and others likely to be attracted by
the ready-made buildings, moderate
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PRESQUE ISLE POINTS THE WAY

taxes and the area’s abundant tim-
berlands, food crops and electric
pawer. A plywood corporation and
several other firms agreed to sign
leases when the city acquired the
property. Then, in November 1967,
Presque Isle concluded a purchase
agreement with the GSA and re-
ceived an interim permit to utilize
the Park, pending issuance of clear-
title papers,

The buildings remained unten-
anted all through that bitter winter,
‘however. Interested companics re-
fused to move in until the GSA gave
Presque Isle clear title—and Wash-
ington red tape was delaying the
papers. “Keefe’s Folly,” the oppo-
nents of Skyway Park began to snap
angrily. Besides the $56,000 pur-
chase price, the “white elephant”
had swallowed $12,000 in legal costs
and was biting big chunks out of a
$20,000 fund allotted for heating and
upkeep. To make matters worse, a
number of the older buildings began
to show wear and tear.

Keefe stepped up his drive to ob-
tain Park tenants. He advertised
steadily in trade journals. He com-
piled a quickreference sales kit
containing facts and figures, plus
photographs, of Presque Isle and
Aroostook County—solid data from
federal, state and municipal sources
and from topnotch technical studies.
“With this,” says Keefe, “I could
show interested businessmen exactly
what our riches were, in facilities
and raw materials, and how close at
hand they lay.

“For example, when the question
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of long-haul freight costs to bigit 4
markets came up, I produced letters
from railways, truckers and regula-
tory agencies to prove that specific
bulk shipments of wood products,

:shoes or what-have-you would be

charged at the ‘commodity’ rate
rather than at the higher ‘class’ rate
for individual items. Air transporta-
tion? Qur termiral was within five
minutes’ walking distance of the
industrial buildings. Labor? We had
a surplus, and reasonable wage
scales. Housing? Again a surplus,.
with moderate rents.”

To owners of relatively small en-
terprises, Keefe had an extra induce-
ment to offer: the Council’s help
in resolving management problems,
labor disputes and other questions
that often plague small irms lacking’
the legal, financial, tax and public-
relations staffs of giant corporations.

Finally, on May 1, 1962, the GSA
passed clear-title documents to Pres-
que Isle in return for a $56,000 check:
—and immediately Keefe's labors
began to pay off. The Indian Head
Plywood Corp. signed a long-term
lease for four of the missile hangars.
Its 200 full-time eraployes now pro-
duce 6000 tons of wood veneer a
year. The International Paper Co.
rented an acre-size hangar for a cor-
rugated sheet-cardboard plant that
employs 50. The Aroostook Shoe
Co. moved into the remaining han-
gar and now employs 375 workers.
Other tenants include the Con-
solidated Printing Services, a pro-
pane-gas corporation, the University
of Maine Agricultural Experiment
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Station, a farmers’ codperative dairy,
_the county’s largest independent
wholesale grocery, and a manufac-
turer of wooden wagon whieels for
ornamental purposes.

The Council has unflaggingly co--

operated with the Skyway Park en-
terprises. When Indian' Head and

- International Paper. each asked for

" a railroad spur from the existing 3.3-
.mile track, Keefe and his associates
scratched their heads over the cost

 and hit on a canny solution. Instead
of digging into Council funds to

. construct the spurs, they persuaded

" the Aroostook Valley Railroad to lay

. the total 2.7-mile spur trackage—in
return for outright ownership of the

"-whole six miles.

The Park’s 29 new tenants now
employ goo workers whose annual

- payroll totals $2,700,000—more than
was paid out by the former base. In
addition, the Council last year re-
ceived $71,000 in rent from its lessors

" and the city $44,600 in personal-
property taxes. In less than four

_years the Council has repaid the
municipality’s $56,000 and other dis-

" bursements on its behalf, and opera-
tions are in the black.

The town’s total annual industrial
payroll, $goo,000 after the base
losed, soared to §7 million in 19653

- unemployment has dropped from

- 20 percent to only four percent; re-
tail sales are $1,400,000 higher than
in 1961; municipal-tax income isup

'20 percent; property valuations have

+grown by $3,800,000. Finally, de-

_ posits in the Northern National

Bank have risen from $35,800,000 in
162 to $56 million today. In short,
Presque Isle has moved into an un-
paralleled boom.

And therc is more than financial
success to show. In the Northern
Maine Vocational-Technical Insti-
tute, opened at the former base in
1963, 18 -instructors now teach 167
high-school graduates automotive
service and body repair, building
and electrical construction, sheet-
metalwork, practical nursing and
secretarial skills. The new $8co,000
junior high school, completed on
base property in 1663, has 550 stu-

- dents and 21 teachers. And 1o serve

what is now Maine’s largest munici-
pal airport, the base’s former fire-
and-crash station was converted into
a modern passenger terminal for
Northeast Airlines and private
planes.

Today, practically all stores and
housing units in Presque Isle are
rented, and plans are under discus-
sion to lay out more streets and erect
so-family apartment blocks. A new
$250,000 library will be completed
this spring, and officials of the
town’s hospital are planning a
$1,200,000 extension.

For other communities faced with
economic dislocation due to the
changing defense needs of the coun-
try, Presque Islers have pointed the
way. They have shown once again
that initiative, imagination and a
willingness to work hard are still
vital assets—in fact, the surest road
to success.

This article is reprinted by The Reader's Digest and distributed
onthe condition that no additional material be imprinted upon it.

g . REPRINTED FROM THE MARCH 1968 {SSUE OF THE READER'S DIGEST
- ® 1966 THE READER’'S DIGEST ASSGCIATION, ENC., PLEASANTVILLE, N.Y. 10570 PRINTED IN U.5.A.
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Mr. Warpie. Congressman Studds, from the State of Massachusetts
is the next witness. Please proceed, Congressman Studds.

STATEMENT OF HON. GERRY E. STUDDS, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF MASSACHUSETTS

Mr. Stupps. Thank yon very much, Mr. Chairman.

Belicve it or not, as a Congressman from Massachusetts, I am not
herc to express our regional paranoia at some of the recont events,
tempting as it is to discuss the need for reasonable trimming of the
military budget. As I understand the purpose of your subcommittee,
that is not your focus here. The focus rather is on the manner in
which base closings are handled when they do come about.

Mr. Warpe. Right.

Mr. Srupps. T am here today to testify about the transition from
Defense Department eontrol of Otis Air Foree Bage, on Cape Cod,
in southeastern Massachusctts.

With those base closure announcement now only 6 weeks behind
us and the Office of Eeonomic Adjustment’s report on future uses:
of Otis Air Force Base just a month old, it is too early to make an
overall assessment of how the transition of Otis from Defense De-
partment control has been handled. T certainly hope that the land
and facilities at Otis that are not needed by the Coast Guard and
Massachusetts National Guard will be utilized by the local people,
in accordance with local community wishes. Tt is still possible that the-
outcome of present negotiations will, in fact, lead to such local con-
trol.

There are, however, two problem areas in the transition of Otis
from Defense Department control that this committee should be-
aware of. Iirst is the heartless treatment of the civilian employees
at the base, even though laws exist that are supposed to prevent such
abuses. Second is the frightful impact the Otis situation is having:
on the lives of local teachers. There exist, of course, no laws to help-
teachers who are thrown out of work because of the closing of a
nearby base.

The present estimate is that over half the civilian employees at
Otis Air Force Base will not be retained by the Air Defense Com-
mand or employed by the National Guard.

I am sure that this committee already is aware of the hardships:
caused by such loss of employment. Many of the employees have
skills that cannot be used in private industry in southeastern Massa-
chusetts. As a result, they must either pick up their families and be-
longings and move, or adjust to skills that do not have a comparable
wage. According to letters I have reccived from these workers, the
possible loss of health benefits is of partieular concern to them.

Ilopefully, legislation already introduced in Congress can help
civilian employees in this position by providing special relocation
and retirement assistance and preventing the loss of health benefits.
But action needs to be taken on such legislation very soon.

What makes the situation at Otis unique, I think, is that none of
the civilian employees at this base have vet been told whether they
will be retained or fired. No detailed reduction in force notice has
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been issued. Only general future requircments of the ADC and the
National Guard at Otis have been released.

Unlike most of the bases being closed, Otis has been phasing down
for some years now. The Office of Economic Adjustment visited the
base to discuss conversion plans last October. Then suddenly a cloak
of secrecy descended for 4 months preceding the April 17 Air Iforce
announcement. In the meantime, no plans were made, no list of re-
quirements issued. Civilian employees have been kept in the dark,
month after month and are still in the dark.

Employces at other bases and in other agencies today are using
the RIIF they have in hand to take other positions now available,
thus closing the door to Otis personnel. This is not how this system
was meant to work.

Many Otis cmployees are close to retirement age and might con-
sider retiring before the end of June to take advantage of the cost
of living increase in their pension. Without the RIF notice, they do
not, really know what to do.

The hardship of unemployment hurts. However, the special un-
certainty faced by civilian employecs at Otis, I think is unnecessary
and cruel. ] . )

As one employee explained his plight:

I was recently interviewed for a GS-12 position with another agency and I
believed the position was to be mine as soon as the incumbent retired. ‘Wednes-
day, May 29, I inquired of my superior ... as to the rating given me on the
referral forwarded to him. He advised me that if I left, he would have nobody
left in Procurement with my capabilities; therefore, he did not give me the
maximum rating, but rated me ‘to the left’. A very selfish attitude that could
leave me unemployed when the Base closes.

Those Otis employees who would like to be picked up by the Na-
tional Guard face special problems because of the lack of coordina-
tion between Federal service and the Guard. To quote from a letter
again :

The AT Reserves and the Air National Guard have an employment situation
that is peculiar to them called the ‘Technician, Title 32’ program. To be eligible
. . . one must be qualified as to civilian career but must join the unit as a
military member. This injustice in my case is further complicated by the fact
that I am a Colonel in the Air Force Reserve, and the 102nd ANG Wing has
no openings for a Colonel, therefore, I cannot be employed as a Technician. I
am told military retirees now employed as civilians at Otis cannot be hired in
this program because of their retired status. I was just advised by another
civilian that the 102nd ANG Wing does not normally advertise civilian posi-
tions so interested personnel could apply for consideration.

While much consideration hopefully will be given in Congress to
civilian employees who lose their jobs because of base closings, few
arc aware of the special hardships faced by the Otis employees.
Since the Defense Department indicates that many of these em-
ployees may continue to be kept in the dark about their future for
some months to come, I would hope that this committee could help
pressure the Pentagon into releasing the hard information about
who is to stay and who is to leave—information that should have
been given to these employees months ago.

Mr. Warpie. Gerry, let me interrupt you. You are about to start
on another subject.

What is the response? T was not aware of this. What is the re-
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sponse of DOD as to why RIF notices have not been given or indi-
cations of what is going to happen to these employzes have not been
provided—particularly in view of this June 30 deadline on early
retirement.?

Mr. Steops. I used to pride myself on the ability to communicate
-In the English languagq but I have had the most astonishing hours
spent in face-to-face atfempts at conversations with representatives
of the Department of Defense asking just these questions and ques-
tions related to them. I have had the experience which I have never
‘had before in my life of finding out after an hour or hour and half
session of attempting to ask question after question as precisely and
clearly as I could that T had, in fact, not only not cleared up the
questions in my mind but for each question I asked it raised several
more. Some of the representatives of the Department of Defense
seem to be blessed with the capacity to use the English language in
a way that utterly beclouds the question asked.

We do not know the answers and we do not know why there is
such reluctance to give clear and simple answers.

Mr. Warpie. Well, T think we can help.

Mr. Moakley, do you have any objection if we take a committee
position asking the blunt, hatd question as to what is happening up
an Otis?

Mr. Moakrey. I would appreciate it very much because I have the
same trouble as my colleague with the Boston Navy Yard.

Mr. Warpie. The same situation? -

Mr. Moarrey. We are more clear than they are, I am sure.

Mr. Strupps. One of the remarkable things .in our case is that
clearly, at least in the Department of Defense, the fact that Otis was
going to be closed has been known for sometime. 1t was not one of
the surprises of this spring’s announcements.

Mr. Warnte. Is there a Defense Department representative in the
room by any chance?

| No response.] ‘

Mr. Warpie. Well, Mr. Ernest Fitzgerald is on our staff, and he
has had some experience with DOD. - -

Krnie, will you make some inquiries for the committee tomorrow
on what the situation is on this and prepare the necessary corre-

-spondence, or the necessary meetings, with the Congressmen and
with members of the corhmittee if I am not here so that we get some
resolutions before this June 30 expiration date for early retirement.

Mr. Devlin says that his understanding from the conversations
and conferences is not anthoritative, but, is that—and this took place
~yesterday-—that DOD may very well make this a nationwide reduc-
tion in force so they can take advantage of this early retirement

“legislation the Senate passed yesterday. So, we may get some quick
canswers on that. '

Mr. Stupps. I would add, Mr. Chairman, that the individuals with
whom we have dealt in the Office of Economic Adjustment have been
personally most cooperative in terms of making themselves available
to answer questions in person or on the phone, both in Massachusetts
and in Washington. It is just that we either cannot understand what
they say or they do not say anything, and I think one of the prob-
lems is that there are too few people working there, working on too

A
Approved For Release 2005/06/06 : CIA-RDP75B00380R000700070001-1

e



Approved For Release 2005/06/06 : Cd{\-RDP7SBOO380R000700070001-1

many things. I think, for example,- that the. people particularly
focusing on Otis are also focusing on a great many other things. And
cach one of those situations is so complicated in and of itself that I
think it is difficult for an officer or representative of the Department
of Defense to comprehend the impact on a local community of what,
in his scheme of things, scems a fairly minor problem. As you will
ceo when I briefly complete the testimony, Otis Air Force Base has
part of four small towns on Cape Cod, one of which is responsible
for the education of the children of its dependents. That town’s
school budget through the years has been over half impacted area aid.

Under any circumstances that is difficult, but when you com-
pound this year’s problem -with the President’s not being certain
whether he is going to spend the funds appropriated by the Congress,
whether they are going to be available, and continually changing
his mind about what percentage of the law he thinks he might be
willing to enforce this year, and then throw on top of it this un-
certainty, you have a small town on whom the impact is really quite
astonishing.

Mr. Warpm. Please proceed. : o

Mr. Stupps. Equally uneertain about whether or not they will have
a job in the fall, and until now equally neglected by Congress, are
the many dedicated people who teach the children of Otis employees
and military personnel in the local schools. The situation is particu-
larly acute for teachers in the school system of Bourne, Mass. which
runs four schools on the base itself and which relics on the Federal
reimbursement for this service. o
. For 2 years Bourne has becn asking the Federal Government for
figures on how many civilian employees and military personnel would
be at Otis after the Air Force left so the town could plan a smooth
transition of its school system. It was not until last week that the
Defense Department produced even an estimate. As Bourne’s super-
intendent of schools recently explained in a letter to me:

" How do we possibly plan our school operation for the coming school year in
the absence of such knowledge? Ilow do our teachers plan their futures not
knowing whether or not they will have a job? ) )

I have here a letter from Bourne’s superintendent of schools which
details how for 2 full years the town of Bourne, and this is a small
town, Mr. Chairman, and the teachers in Bourne’s school system have
been left uninformed in the very same way as the civilian employees
working at Otis, and I would ask that this letter be included in the
hearing record.

Mr. Warpte. It will be, without objection.

[The letter follows:]

BoUrNE PUBLIC SCHOOLS,
Bourne, Mass., June 4, 1973.
Congressman GERRY H. STUDDS,
Longworth House Ofice Building,
Washington, D.C.

DrAr CONGRESSMAN STUDDS: Please find below a listing of the developments
on Otis Air Force Base as they have occurred over the past 15 months and the
impact they have had on the Town of Bourne, the school gystem and its
personnel.

(1) The level of operation of a school system is predicted on the level of its
student enrolment. Budgetary and staff needs are determined by the number

99-673—T73——5
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of students within the school: system. From September 1971 to February 1972,
the Bourne School Committee . constructed its school budget for the fiscal period
January 1, 1972 through December 31, 1972. As in past years, the current level
of student enrolment on Otis Air Force Base was utilized to project future
budgetary needs. The impact of Otis Air Force Base on the 1972 budget was
substantial; 439% of our students lived on Otis. This budget was approved by
the town at its annual meeting on March 6, 1972. On Mareh 27, 1972, the Bourne
School Committee made its staff reappointments for the school year 1972-1973
again based on the current level of federal student enrolment.

On March 28, 1972, u brief news story out of Washington indicated that the
Air Force would be evacuating Otis Air Force Base and that. it would become
an Air National Guard Base. This was the first inkling that we had of any
change in the status of Otis Air Force Base. Three wecks after the town had
approved our school budget and one day after ithe school coramittee had made
its staff rcappointments, the announcement out of Washington made these
actions irrelevant. The months spent in financial and staff planning were
rendered meaningless and futile.

At what calendar date the actual decision concerning Otis was made, we have
no knowledge. It is hoped that this decision was given lengthy consideration
prior to its announcement on March 28. In view of the overwhelming impact
of Otis Air Force Base on the Town of Bourne and its school system, on its
finances and on its people, it is unreasonable to ask why, at the very least, the
town was not given some indication of the decision being considered relative
to Otis Air Force Base. The method in which this situation was handled
Indicates an arrogant insensitivity to the effect of such decisions at the loeal
level.

(2) Having been provided no information on the level of “A’” student enrol-
ment on Otis Air Force Base to be expected for September 1972 and having
no idea of the amount of federal funds we would be receiving, the Bourne
School Committee met in emergency session on April 10, 1972 and rescinded
its previous appointments. The Committee then voted to not reappoint all 105
non-tenure teachers. This action was mandated at this time by the require-
ments of state law.

Thus, on April 16, 105 teachers suddenly found themselves not reappointed
and not knowing whether or not they would have a position in Bourne for the
next school year. The timing could not have been worse. February, March and
April are the months in which school committees’ earry out their recruitment
and make appointments for the mext school year. To find yourself without a
position on April 10 places you at a distinct disadvantage. The surplus of
teacher® on the job market added to the depressing situation.

The staff morale of this school system plummeted and has continued to
remain at a low ebb to this day due to the insecurity and tenuousness of em-
ployment. The emotional stress which has been placed on our non tenure
teachers is incaleulable. Teachers with family responsibilities face bleak
prospects. Several who had wished to make their home in town were forced to
move out of the area when they were fortunate enough to find employment
elsewhere. The human distress occassioned by the developments on Otis and the
manner in which they have been handled has been excessive and, to an un-
fortunate degree, unnecessary.

(8) After the announcement of the Air Force on March 28 concerning Otis
Air ¥orce Base, the key quektion for this school system was what level of
student enrolment we would have on Otis Air Force Base as of September 1972.
Obviously, such information was needed in order that we might proceed and
organize the schools on Otis Air Force Base and our high school in town. Most
importantly, it would enable us to determine our staff needs so that our teachers
who had not been reappointed would at least know whether or not they would
have a position in the Bourne School System for the next school year. It was
not until the end of June 1972 and only after persistent inquiries on my part
was any information forthcoming from the Department of Defense.

Unfortunately, the data we were provided was obviously erroneous and of
no value. The data from the Department of Defense stated that we would have
683 “A” students in the schools on Otis Air Force Base. In point, of fact when
we 'did eventually open the doors in September, we had 1280 “A” students
Their dats stated that we would have 1067 “BR” students within our towx{
§chonls. When we opened our schools in September, we had 380 “B” students
in our fown schools. ‘ )
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Thus, we were provided with no reliable information as to what enrollment
we might anticipate in September. We were faced with the necessity for open-
ing our schools in two months with no idea of what federal student enrolment
we would have. Confusion and chaos reigned within thig school system. Dis-
couraged as we were by the lack of cooperation and communication from the
federal authorities, even more saddening was the evidenced eallousness for the
plight of the sudents and teachers in this school system.

(4) During the third week of August of 1972, we made our own census of
the student enrolment to be expected in September 1972. As indicated pre-
viously, this census showed that we would have 600 more students than the
Department of Defense had gtated that we would have. Thus, with two weeks
left to go before the opening of schools, we were faced with the herculeon task
of reorganizing our schools on base, opening up another school -on the base
and hiring an additional 30 odd teachers. One can imagine the work load and
stress this situation placed on this school system. All of which was unnecessary,
if we had been provided with valid information at an earlier date.

The problems that thig situation created for us were enormous. Schools can-
not be organized with the optimum effectiveness in a two week time period.
The last two weeks in August are not he most propitious time period for
securing high quality teachers. The quality of our educational programs has
been negatively affected throughout the 1972-73 school year. It has been the
gtudents in this school system who have suffered and been irretrievably
penalized by our inability to organize the schools in the most effective manner
due to the lack of cooperation from Washington.

(5) From April through August every effort was made by the town of Bourne
officials—selectmen, school committee and myself to obtain hard information as
to the ultimate status of Otis Air Force Base and most particularly the disposi-
tion and the level of oceupancy of the 1193 housing units on Otis. Meetings were
requested and held within the town, on Otis Air Force Base and in Boston and
Washington with state and federal officialg involved in this Otis situation.
Kndless correspondence wus transmitted fo all federal agencies and officials
even remotely associated with this situation. No productive information was
forthcoming.

Finally, late in August a meeting was held in the Governor’s office in Boston.
Present at that meeting were Air National Guard representatives, federal, state
and local officials. We were informed at that meeting that the Air National
Guard would be taking over the base and most particularly the base housing.
The Air National Guard officials indicated that they would fill the base
housing with federally connecected families. We were all elated at this informa-
tion. We would shortly be in full operation with full employment; we were
assured of future stability for this school system.

This state of emphoria existed until October 18, At that time, a Committee
from the Office of HEconomic Adjustment visited Otis Air Force Base, and
stated that while the Air National Guard had applied for the housing it had
not been approved, This Committee indicated that present law prohibited the
‘Air National Guard personnel from residing in the housing on Otis Air Force
Base. Air National Guard officials countered that no federal law prohibited
their occupancy of the base housing. We were left dangling and in a constant
state of uncertainty until the report of the Economic Adjustment Committee
was released on April 80, 1973. A subsequent mecting with the Economic Ad-
justment Committee officials in early May in Boston indicated that the Air
National Guard application for the base housing had been rejected.

One can imagine the effect the developments during this period had on this
school system and its personnel. In August of 1972 all our problems were
resolved; in May of 1973 we still 'don’t know the future of the housing on
Otis Air Force Base with its corresponding impact on our school system.

It would scem that the federal government should not have required eight
months to make their decision on the Air National Guard occupancy of the
base housing. In view of the impact of thig decision on this town, it would
seem that proper guidance could have heen rendered to us at an earlier date.

(6) In view of the uncertainty of the Otis Air Force Base situation and
our lack of information as to the number of students we would have on base
in September 1972 and how long these students would be with us during the
school year, all non-tenure teachers hired for the 1972-78 school year were
employed under conditional contracts. Their contracts could be terminated at
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any time during the school year. Thus, these teachers have existed in a con-
tinual state of job insecurity and uncertainty.

(7) In September of 1972, the Bourne School Committee began its work on
an 18 month school budget for the period January 1, 1973 through June 1974.
As indicated previously, the basis of a school budget is the anticipated student
enrolment. In August we had been told by the Air National Guard that we
would have full occupancy of the base housing. In Octcber, we learned that no
decision had been made on the application of the Air National Guard for the
base housing. This uncertainty existed throughout the months of the construc-
tion of the school budget.

The essence of the dilemma that we were confronted with was that if we
overestimated our federal enrolment, we would not have sufficient federal funds
to cover the costs of operation in the income portion of the budget. If we under-
estimated the number of federal students, we would not have sufficient ex-
penditures to provide these additional students with an educational program.
In the absence of any information as to the student enrolment we would have

- during the 18 month budgetary period, it was a bopeless sitnation. Ultimately,
it was decided to formulate the budget on the basis of the current federal “A”
enrolment, 1280 students. The school budget was approved at our town meeting
on March 5, 1973.

Almost eerily, the events of the preceding year repeated themselves. A news
story out of Washington four days later indicated that Otis Air Force Dase
was being phased down. On April 11, at a meeting of the Secretary of Defense,
Elliot Richardson, and the Congressional Representatives of this state, these
news stories were confirmed.

The question again arises, in view of the impact financially and educationally
on this school system and this town, why couldn’t we have been informed at an
earlier date of the decisions obviously already arrived at by the Department
of Defense? How can they so callously disregard the effect of their decisions
on those of us at the local level?

(8) Having been given no knowledge of what student enrolment to anticipate,
our school budget for the calendar period January 1, 1973 through June 39,
1974 was predicted on the current student enrolment of 1280 “A” students.
Since that time a freeze placed on the base housing, ¢f which we were given
no advance knowledge, has already reduced our “A” student enrolment to 997.
We will not receive the federal funds we anticipated for the period January
through June 1978. Our enrolment for September 1973 snd through the ensuing
school year remains uncertain but will obviously be less than the 1280 students
on which the budget was constructed.

It is impossible to reduce expenses commensurate with a reduction in student
enrolment. During the last three months we have lost 300 “A” students, but
have only climinated two teaching positions. Yet, federal funds are based
solely upon attendance of students.

There is an overhead of costs in any school system to which we expected

- the federal government to contribute their share. It i3 now evident that the
federal government will not be contributing the share that we anticipated in
constructing this budget. As our federal enrolment cwindles, the per pupil
cost for town students will increase. We have no funds in our budget to absorb
this increased cost.

This town is now faced with the necessity of a special town meeting in the
fall of 1973 in which the town will be asked to raise additional funds to cover
the federal deficit. This will have a cataclysmic effect on the financial structure
of this town, a chronically depressed economic area as designed by the federal
government. Why couldn’t the Department of Defense have provided us with
the necessary information so this chaotic situation could have been avoided?
Were our requests for information so illegitimate or unreasonable that they
were not worthy of response? o

(9) As of this date, we have no knowledge of what enrolment to anticipate
on the base during the coming school year. Numerous figures have been
advanced as to the federal occupancy on Otis Air Force Base during the coming
year. No federal agency has stepped forward to assume those responsibilities
for the base housing. If no agency assumes this responsibilitiy, it is possible
that there will be no federal occupancy of the base housing after December
1973 when the Air Force terminates its responsiblity. Thus, there may be
some 600 plus federally connected families living on Otizs during the next
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school year and there may be none. We do not know how many students:to
expect in September and how long they will be with us. How do we possibly
plan our school operation for the coming school year in the absence of such
knowledge? How do our teachers plan their futures not knowing whether or not
they will have a job?

(10) Again, 12 months later in April of 1973, all non-tenure teachers have
not been reappointed. It now appears that a few will be rehired; most will not
be reappointed. The pallor of uncertainty again hovers over this school system.
It should be noted that these teachers and other non-professional personnel
who will lose their jobs will not receive any assistance from the -federal
government., They will not be offered any job opportunities in other areas; they
will not be given any financial benefits upon the termination of their em-
ployment; they will not even be eligible for unemployment benefits. These
people were brought here by the federal presence on Otis Air Force Base. ‘With
the withdrawal of the federal presence does not the federal government have
gsome obligation to assist these people? I have been assured by the federal
authorities that the answer is “no’”. .

11) There are 1193 husing units on Otis Air Force Base. The situation at
the present time 1s that the federal government may occupy some 600 units or
they may occupy none, The Bconomic Adjustment Committee has proposed that
all housing units not occupied be turned over to the state. All these housing
units are located within the Town of Bourne. It is the responsibliity of this.
town to provide an education for the children residing within these housing
units. There will be no federal or state funds available to pay for the cost of
educating the children residing In these housing units, This overwhelming,
finanecial burden must inevitably fall upon the Town of Burne. Its effect will be
cataclysmic upon an already depressed economic area.

This potential financial disaster has been repeatedly stressed by all local
officials. To this point, we have received no meaningful response but rather a
semblance of indifference and lack of concern, The federal government created
this problem that now threatens potential financial disaster for this town. It
does not seem unreasonable to expect that the federal government should pro-
vide a solution to the problem that it has created.

(12) On October 18 and 19, 1972, the Economic Adjustment Committee held
a series of meetings on Otis Air Force Base to provide local representatives
with the opportunity to have an input into the ultimate disposition of the base.
Some 75 local, state and federal representatives attended these meetings. At
their conclusion, we were informed that we would have a copy of the Com-
mittee’s report which would list their recommendations during the month of
November. The Committee would then return in December to discuss the
local reaction to their report.

In early May, a copy of the Committee's report dated April 30 was finally
obtained by our Congressman and forwarded to this town. A meeting was held
in Boston at our request with officials of the Economic Adjustment Committee.
We were informed there that we had 45 days to respond to this report, the 45
day deadline having commenced at a preceding date. We waited 7 months for
this report and are now given 45 days to respond to it. In view of the com-
plexities of the problems and the multiplicity of individuals, agencies and
governmental units that would he involved in developing a response, the 4%
days deadline was totally unrealistic. )

T hope that the foregoing will be of some assistance to you. I regret that
more time was not available in order that a more thorough job could have
been done.

Sincerely,
RorAaND T. BrROWN,

Superintendent of Schools.
Mr. Stopps. Two sentences seem of particular importance though,
and T would like to quote them for you: T
It should be noted that these teachers and other nonprofessional personnel
who will lose thelr jobs will not receive any assistance from the Federal Gov-
ernment. They will not be offered any job opportunities in other areas; they

will not be given any financial benefits upon the termination of their employment ;.
they will not even be eligible for unemployment benefits.
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One teacher, who just started this year, is married to an engineer.
Her hushand recently lost his job and she is desperate lest she lose
her new job as well. Another teacher spent many years working on
his graduate degree. This year he carned the degree and got a job
teaching the children of Otis personnel, but now he must be let go.
One couple bought a house last year and now must sell it at a Joss.
Two divorced teachers who may not be rchired have children and
may be forced to go on welfare. It is very late now in the year for
a teacher to be looking for a job for the fall. A

These people were brought to Otis Air Force Base by the Federal
presence. But with the withdrawal of the Federal presence, nothing
is being done to assist them.

Alorcover, -just as with the civilian employees on the base, the
bardship of unemployment has been made doubly difficult becanse
no one knows for sure yet who can be kept on and who must be let
go. Until the Air Force comes up with final figures for civilian and
riilitary employees at Otis, many will continue to be kept in the dark.
This special uncertainty faced by both the civilian employees on the
haze and the teachers in Bourne is unnecessary snd unjust.

I is really very difficult, as I say, to overemphasize the impact of
this on a school system of a relatively small town over half of whose
budyet has been in the past dependent on this. '

&lr. Warpie. Mr. Moalkley.

Mr. Moakiry. Yes, Mr. Chairman, in the first paragraph vyou
make reference to the fact that you would like the facilities at Otis
to be utilized by the local people. Which strata of the local people—
Htate, city, town?

Mr. Stopps. What we mean by that, Mr. Moakley, is in the manner
desired by the local people. The Defense Department finally a good
many months after they had promised it presented us or the people
of the area with a proposal for the use o? the facility. It was very
dificult for anybody to plan because we were not told what parts of
the facility the Air Force or Air National Guard or Air Defense
Command wished to keep. In the absence of that knowledge, you did
not know what kinds of facilities you had possibly to dispose of
locally. Otis Air Force Base i3 a good many thousands of acres
technically owned by the State of Massachusscts and leased on a very
long-term lease to the Federal Government. It is an enormous facility
in terms of handling aircraft, a great deal of housing and other re-
fated facilities for an airbase of that size. And it was not at all clear
who would have what opportunity to make what decisions about the
use of what parts of those facilities. And T must say that when the
vepert. came from the Office of Economic Adjustment, it was not a
zood deal clearer yet. It was one of those documents that was re-
markable for its obtuseness. But people did wade through it. What
we did, and what we were asked to do, was to get a local voice to
agree, disagree, or attempt to amend the usages of the facilities
recommended by the Office of Feconomic Adjustment. Our oflice
served as a sort of catalyst in bringing together the four towns in-
volved and the Office of the Governor who, as you know, has formed
a statewide task force to deal across the State with the closings.
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A local selectman has been appointed as spokesman for the four
towns. '

Hopefully, having served that catalytic role, our office of the
Congressman can pull back and let those local voices, with the State
officials, work directly with the Defense Department.

‘Mr. Moakrey. Isn’t what happens in a situation such as this that
DOD ultimately would give it to the GSA, and GSA would allow
the State to have it. Then if the State did not want it, it would go
down the scale?

Mr. Stopps. That would happen if it were declared, as I under-
stand it, if it were declared excess. If we can work out a prior agree-
ment, we cah avoid that step.

Mr. Moaxmny. Isn’t it automatically declared excess if they cease
using it for the purpose

Mr. Sropps. Many of you members of this committee are more
familiar with the law than 1. It may be affected by the fact that
this is not federally-owned land but rather federally-leased land.
They may have more flexibility, particularly if they can get agree-
ment from the communities as to what seems to be locally desirable.

One of the things people are frightened of on Cape Cod is the
possibility of a commercial jet port. And there are in existing Fed-
eral law incentives for such a thing in the event property is declared
excess and not picked up by any Federal agency. So we are quite
anxious not to have that happen.

Mr. Moaxrey, I think the only place in Massachusetts they are
not afraid of a jet port is East Boston. They are stuck with it. Thank
you very much.

Mr. Stupps. Thank you.

Mr. Warpte. How long was this base given prenotice of closing?

Mr. Stupps. I do not think any formal notice was forthcoming
until April. Although it was clearly general knowledge for a year
or two before that it was to be done, if not closed, at least consider-
ably phased down.

Mr. Warnie. Given that general knowledge, what sort of planning
took place locally and statewide for the eventuality of its being
closed?

Mr. Stopps. I think T can say to you with accuracy, little or none.
And I know that may sound difficult to understand, but even today
it is extremely difficult for local and State officials to plan, given the
murkiness of the facts as they are presented to them. No one knew,
as I say, if it were to be closed altogether or phased down, or what
part of the core facilities the Air Force wished to retain. It is a
major facility and it seemed likely the Air Force would not give up
altogether the landing facilities and hangars and all the facilities
there which apparently they do not intend to do. It is still not clear
exactly what they will retain. There is a great deal of housing for
example. There 1s a large Coast Guard air station there, the only
one in the northeast, with a huge new multimillion dollar facility.

The commanding officer of the Coast Guard station there was as
much in the dark as anyone else. He used to pick up the paper in
the last few months and read with some fear and trepidation what
seemed to be happening to the air base upon which he was located,
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with all the fixed wing aircraft and helicopters available to the
Coast Guard, with a brand new multimillion dollar installation, he
just kept scratching his head and wondering whether they were
going to close all around him or out from under him, or what.

This kind of mystery has persisted throughout. You will recall,
now, I said in my testimony that last October the team from the
Office of Kconomic Adjustment first visited the Cape. That was a
good many months prior to any official announcement of the closing.
Tiven when that official announcement came, it did not come with any
degree of clarity about the nature of the closing.

Mr., Warpie. At the time they visited, was there any indication
from them that they had information that the base would be closed ?

Mr. Stonps. That was clearly implicit by the very fact of the visit.

Mr. Warpte. I assumed that, but did they make such announce-
ments?

Mr. Stupps. Not in any but the vaguest and most general terms.

Mr. Warpte. They discussed the conversion plans, I presume, with
the local authorities?

Mr. Stupps. No; that report was promised month after month
after month and arrived—what, April 30, finally.

Mr. Warpie. One of the questions the committee has been dealing
with is whether a community and the affected civilian employees of
the base are better served with long notice. What is your own view
on that? If you had had say, 2-years notice as to precisely when they
were going to do whatever they were going to do, or a year’s notice?

Mr. Sropps. I think a year at least would be in order if it were a
notice with some accuracy and clarity of detail, especially down to
the level of the individual employees concerned. As T tried to indi-
cate in the testimony, we are not talking, as you well know, about
whether or not this base should be closed—this has been a foregone
conclusion for some time—Dbut about the manner in which it was to
be closed.

I think it has been done in a fashion that makes it absolutely im-
possible for anyone from the State to the town to the individuals
employee to plan with any degree of certainty their own future.

Mr. Warnie. I guess at this moment you do not really know
whether it will be closed.

Mr. Stopps. We have been told that by the end of the year it will
have been turned over to the Air National Guard.

Mr. Warpie. But that does not mean all employees

Mr. Stunps. We do not know what it means which T guess is, in
sum, the gist of what I have to say this morning.

We have been told a great many things like that, which seem to
be statements of great clarity but when you go deeper and say that
18 nice, it will be turned over at the end of the year to the National
Guard, what does that mean in terms of the school system? We have
not been told. Each answer turns out to be another question.

Mr. Warpie. The plan you received a month ago provides no
answers to those questions?

Mr. Stupps. Well, out of sympathy to the committee I will not
introduce it into the record.

Mr. Warpze. If it is that bad, we ought to have it.
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Mr. Stupps. Tt is difficult to read and it is a complicated thing and
T am not sure the situation of that local nature is of interest to the
committee:

We would be glad to make it available to you, though, if you wish.

Mr. Warpre. T think it is of interest because what we are trying—
there are a number of arcas we are inquiring into but one is this: Is
this committee from the Department of Defense that is supposed to
assist the local community in reconversion in fact performing a
responsible function, or should it be transferred from the Department
of Defense into another ageney such as the Department of Commerce?

There is a theory that the Department of Defense is hardly the
body within which should be vested the only governmental agency
to determine when and how military bases should be converted to
peacetime uses.

Conversion would seem somewhat inconsistent with the desire of
the Department of Defense to keep itself large as long as possible.

Mr. Stupps. We are, as you know, dealing with a cabinet level
interagency committec on economic adjustment, I guess the guts of
which come from the Defense Department’s Office of Economic Ad-
justment.

Mr. Warpm. But the staff and continuing operation is a DOD
facility, as we understand it. :

Mr. Stupps. Right.

Mr. Warpme. Do I gather that this report they have come up with
has few answers to the problems which you have presented to the
committee ?

Mr. Stupps. It has a number of proposals of a very complex na-
ture of what they would like to see done in terms of towns taking
over various kinds of things. It did not leave the towns very much
time first of all to absorb and respond to it. We were faced with a
deadlire as you know. :

Mr. Warome. The towns did not participate in the planning of it,
development of it?

Mr. Stopps. No; except to the extent that a visit was made by the
staff of the Office of Economic Adjustment last October.

But a report was promised imminently, as I say, and it finally ap-
peared at the end of this April.

Mr. Warpme. I would like to have that left with the committee.

Mr. Stopps. Be very happy to. I can assure you that the report
was eagerly anticipated when it finally was delivered.

The town certainly did not feel that they had any idea what was
going to be in it.

Mr. Warpme. I presume that the towns have not learned anything
from this report. ,

Mr. Stoupps. I am not sure I would characterize it as that. They
have spent a good many days reading it and then began the meet-
ings which we catalyzed, as 1 said.

We had 45 days from the issuance of the report to a terminal
date upon which agreement had to be reached between the local com-
munities, the State, and Office of Tconomic Adjustment or else we
were told the base would be declared excess. Heaven knows what
changes that would set into effect. That 453-day period I did not
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think was particularly generous, given the fact in many ways peaple
were starting from scratch, at least with this report. I requested of
the Secretary of Defense a 30-day extension and was told that would
be granted 1if there was some indication that the towns looked like
they might be willing to accept at least some significant, parts of the
report. That could be a direct quote. I am not suggesting it is, but
1t is the kind of language we had to deal with.

Mr. Warpie. I would very much appreciate that correspondence
being provided to the committee.

Mr. Stopps. We have, incidentally, been granted the 30-day ex-
tension.

Mr. Warpre. But that is entirely contrary to the sort of attitude
we were led to believe yesterday from the testimony of the people
involved in that DOD office.

We gathered that they simply are there to be of assistance, that
they are not compelling or urging or directing. They advise at the
request of the local communities, and only come in when the local
communities request them to come in, and they are the servant of the
local communities. That was precisely the attitude I got yesterday.

Mr. Stupps. May I say a final thing on behalf of the people with
whom we have dealt in” the Office of Economic Adjustment? As I
indicated before, T do think there are too few of them and that théy
are considerably overworked.

Mr. Warpni. There are 18 people on the Washington staff, includ-
ing their secretarics.

Mr. Stopops. If, in fact, that number of staff is dealing nationwide,
that is patently absurd.

Mr. Warpme. They also have regional offices, ore for cach of the
four regions.

Mr. Stupps. Youn can imagine how important the town of Bourne
would be to a staff of that size.

Mr. Warpte. T would suspect very unimportant.

We will probably, in the proceedings of these hearings, call the
representatives of that committee back before us.

They told us then what they did. Now, we are trying to learn how
well they do what they tell us they did. We might call them back
and ask them specific questions on specific projects.

Whether we get them before the committee for that purpose or
not, we will direct letters and written inquiries, copies of which will
go to you on this particular problem, and find out what has been done.

It you have any particular specific inquiry you want presented
by the committee, please convey it to us.

Mr. Stopps. I appreciate that, Mr. Chairman. T appreciate the
opportunity to appear before you. We will make that report avail-
able to you and I think you and the members of your committee for
at least an atternpt to irject some humanity into this giant of a Fed-
eral Government we all seem to be swallowed up in.

Mr. Warpie. We appreciate your appearing before us.

Mr. Moakley %

Mr. Moaxrey. T have no further questions, Mr. Chairman. Thank
you very much.

Mr. Warpm. The next witness is Congresswoman Margaret M.
Heckler.
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Mrs. Heckler, will you proceed, please. Do you have a statement?
Mrs. Heckler. T do, Mr. Chairman, and T will leave it with you.
T would merely like to adjust certain paragraphs. s

Mr, Warpte. Fine. We will include it in its entircty in the record.

STATEMENT OF HON, MARGARET HECKLER, REPRESENTATIVE IN
CONGRESS FROM THE STATE OF MASSACHUSETTS L

Mrs. Hrckrer. T would like to thank you very mich for the ep-
portunity to appear before your commitfee. While this is the usual
congressional courtesy, I want to underscore today because all of us
concerned with the base closings have felt that no committee of this
Congress has extended a sympathetic ear.

That is just one of the problems that we have faced. When we
asked for & further detailed investigation of the closing decisions,
there was no vehicle except for your responsiveness.

The basic facts have been brought out by other witnesses, so T will
rot belabor them now. I would like to point out, however, that my
congressional district which is the 10th Massachusetts, extends from
Wellesley, a suburb of Toston, down through southeastern Massa-
chusetts to Fall River and Westport. B

These bases arc all within 30 miles of my district, and one might
well say that this district is the hub of a circle of disaster. We all
know by now that the closing of the Boston Naval Shipyard, Quonset,
and Newport in Rhode Island represents nearly half the civilian
jobs that arc being eliminated nationally by the base closings. .

My District contains the bedroom communities for a good portion
of the workers from the various installations. Therefore, this area
suffers in a primary sense——and when the cconomic multiplier effect
is considered, the closings can be seen as a very cruel blow to-the
economy of the entire States of Massachusetts and Rhode Island.

While T have always supported an adequate national defense pos-
ture, I also have supported specific cuts in the military budget, where
they are warranted.

One of the unanswered questions in the consideration of the base
closings is the impact on our defense posture. Wo can see and assess
the economic impact, however the basic justification, both in eco-
nomic and military terms has not yet been offered to the people or
to the Congress.

Now, the economic loss to the State of Massachusetts has been esti-
mated as high as $1.7 billion (a figure that Congressman Moakley
is also familiar with). Ilowever, the cost to the 18,000 workers af-
fected is even more serious, and must be measured in human terms.

Mr. Chairman, they will lose their jobs, jobs that they, in many
cases, have held their entire working lives. Although some will have
the option to be transferred, it is expected that 9,000 workers in
Boston will be terminated.

This is occurring in a State where the unemployment rate is
presently 7.2 percent. The economic future for these men and women
looks very, very bleak. -

In Fall River, the major labor market in my district, the unem-
ployment rate already is over 8 percent.
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Now, when you add 9,000 workers to the 182,000 currently jobless
in Massachusetts, the prospect for early relocation is nof bright.
This problem is compounded by the age of the work force. Forty
percent of the employees of the Boston Naval Shipyard are between
45 and 54, 28 percent are over 55, 68 percent are over 45. Their em-
ployment options are limited by virtue of their age and the reluc-
tance of employers in general to hire older men and women.

A study by the Arms Control and Disarmament Agency of base
closings concluded that displaced workers who decide to continue
their career as Federal employees experience a marked change in
their employment status. Some had to accept lower-grade positions
in order to do so. Nearly all the employees who continued to work
for the Federal Government had to relocate outside the local l1abor
market area.

Now, these workers are being asked to bear the burden of a de-
cision that is believed to be in the national interest.

ITowever, the national interest in this case has not been defined.
I believe the Nation deserves a definition and an answer, I also be-
lieve we have a responsibility to ease the burden as much as possible.

It is very difficult, for example, to understand how any newly-
established or future shipyard will duplicate the skilled workforce
that for years has made ‘the Boston Naval Yard an outstanding
facility. Obviously a cost is involved in developing a new workforce
with the high degree of training and expertise needed for ship repair.

Now, Senator Carl Curtis of Nebraska has said that the closings,
both in New England and in other parts of the country, have been
highly political. He has also cstimated the moves will cost the tax-
payers more than the Pentagon claims they will save.

We. in New England, do feel there is a real question of regional
diserimination. If a valid and objective case were made that these
installations were not in the best interest of efficiency and national
defense, T would not argue that they should be retained.

ITowever, the argument of national defense or actual efficiency has
not been made by the military with any substance., I do feel that the
people of New England should be treated fairly, vis-a-vis other
regions of the country.

Two weeks ago T decided to look into these charges of regional
discrimination, to determine whether or not there was substance to
the allegation. I wanted to see the analyses and justification studies
which led the Pentagon to the decision to closs New England bases
viz-a-viz alternate locations.

I wanted to determine for mysclf whether or not these decisions
would, in fact, save the taxpayers money, or whether their claimed
savings were as effervescent as champagne bubbles.

1 also wanted to know the depth of analysis that went into the
determination of the economic impacts of the actions, if indeed any
analysis was made. The material provided to Congress, in the re-
quired section 613 congressional reports is really a joke.

These reports on each closing average about 3 pages and consist
of no analysis of alternatives. They are merely statements of con-
clusions. C

The numbers could be completely bogus. They are never justified.
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And there is no way for a Member of Congress to check. And of
course the reports say that everything was fair and square. At this
point I will include for the record copies of the 613 reports.

[The reports follow:]

[613 Congressional Report]
Quonser PoiNT CoMPLEX, QUONSET PoINT, R.L
PLANNED ACTION

1. Disgestablish the Naval Air Station, Quonset Point and the Naval Air Rework
Facility.

2. Relocate Air Anti-Submarine Warfare Squadrons to NAS Cecil Tield, Flor-
ida; Fleet Helicopter Anti-Submarine Squadrons to NAS South Weymouth,
Massachusetts ; Antarctic Development Squadron SIX to NAS Point Mugu, Cali-
fornia; Fleet Aviation Specialized Operational Training Group to Norfolk, .
Virginia.

3. Reloecate one ammunition ship to Bayonne, New Jersey, and one ammunition
ship to Charleston, South Carolina.

4. Reassign workload of the Naval Air Rework Facility.

DISCUSSION

The planned actions are a part of an overall effort to realign the shore estab-
lishment commensurate with programmed reductions of the operating units of
the Fleet, The reduced force levels have resulted in the suspension and eancella-
tion of a substantial amount of aircraft rework for FY-1974 and beyond.

The deactivation of the Quonset Point Complex will result in annual savings
of $22.880M and a reduction of 1305 military and 1701 civlijan manpower spaces.
127 civilian positions will be transferred to the Naval Construction Battalion
Center, Davisville, Rhode Island. One-time cost to implement this action totals
$20.773M. .

INSTALLATION FACILITY DATA

1. Location: Quonset Point, Rhode Island.
2. Date of acquisition of major part of installation: 1941,
3. Physical size: Acreage owned, 3, 242. 8; acreage leased, 1. 4.
4. Acquisition cost:
Land . e $2, 790, 739
Buildings - v o oo m e 94, 876, 125
) S 97, 666, 864
5. Family housing:
Under Apgroved
Type Existing construction not started
Capehart . oo ne 0 None,.acoeoeooo None.
WHerrY o e ceccaemmmm e ———n—amm e 333 .__. {1 [ TR, Do.
Leased Units. o onmoe oo oo cmamemm e eccecaciaaas 166 _____ [ [ S, Do.
LT o 1,042 ... 40 e Do.

6. Troop housing (number of spaces):

Dormitoties Under Approved
existing construction not started
BEQ:
Permanent of ungraded__ ..o oo iiemnaaaaaa 2,271 None....ceeennn- None.
Semipermanent/substandard. ... veconioaaiaiias €02 ... doocos Do.
Permanent of ungraded. . ..o ooooooieeiiaos 346 ... s\ H Do.
Semipermanent/substandard. ... coaieeamoooaian 0. 11/, Do.
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7. Hospital: One with 104 bed capacity.
8. Major construction programs since 1968

= Amount -Percent
Fiscal year program (mitlions) completed
2.823 100

1.159 100

1.036 50

"""""""" goel T

73511 million—15 percent complete. 4.550 million—0 percent complete.

QuonseT Point CompLix, Quonsnt Pornt, R.I.

1. Saving ultimate:

2. Manpower authorization. . _ . __ .. _______ 3, 006
o MARtary e 1, 305
Civilan. i 701

b. Annual fisal (in millions) - _______________._____________ - $22. 880
MAIATY PAY - - - = o oo e e 9. 615
Operations O. & M.N e ___. 13. 265

2. Construction costs avoided (in millions):
Tiscal year:

1978 and Prior. L oo e e e $5. 096
Y074 e . 850
1077 e 2. 365
1978 e . 921

3. Costs (in millions): :
Relocation of personnel and equipment._ .. __ . _____ . _____________ $20. 773

4. Base changes resulling from this action cnly:

Preceding Fallowing

action actien
4. Manpower authorization:
CMIarY e 4,217 0
Civitian_____. 3, 389 0
b. Annuat fiscal
T Mititary pay___________ $29.154 0
Operations (0. & M.N.). e - §63.219 0

[613 Congressionial Report}
NavaL CoMPLEX, Nuwrort, R.I.
PLANNED ACTION

i. Digestablish the Naval Station, Naval Communications Station, Naval Sup-
ply Center, Public Works Center, Ileet Training Center and related activities.

2. Hteduce the Naval Schools Command. Naval ITospital, and Naval Justice
Schonl,

3. Relocate ships and staffs to Naval Station, Mayport, Florida ; Naval Station,
Norfolk, Virginia ; and Naval Station, Charleston, South Carolina.

DISCUSSION

Tiw planned actions are a part of an overall effort o reslign the shore establish-
wment commensurate with reductions of the operating units of the Fleet.

The reduction of the complex will result in annual savings of $18.385M and a
reduetion of 731 military and 725 civilian billets. One-time eosts to implement this
netion are $8.224M.
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INSTALLATION FACILITY DATA
1. Location: Newport, Rhode Island.
2. Date of acquisition of major part of installation: 1883.
3. Physical size (acres):

Naval Station:
OWNEA e o e e e m e ————— - 838. 45
1108808 o e mmmmmmmm e — .05
Naval Supply Center: .
OWDCA o e e e e mm e ———m— = 858. 86
Leased o o o o e m e mmmmmmmm e ma . 09
Public Works Center:
OWDed e e e e mmmmmmm—m——m——— e 416. 82
Leased - o o e mm e m e 16. 62
Tleet Training Center:
OWHE e e e mmcmm e —————m 4. 80
Leased - _ - e m e mmmmm—— e ——mm = 0
Naval Communications Station:
OWDEA e e e e e mmm—mm e — = 343. 03
T2ea8CA e e e e 7. 41
4. Acquistion costs:
NAVSTA:
Class T (1and) - oo oo oo $266, 458
Class II (buildings and installed equipment) .- JESE 42, 366, 324
TOtA] o e o e — A mm 42, 632, 782
NSC:
Class T (land) oo e - 457, 874
Class II (buildings and installed equipment) . ... __. 27, 333, 729
Ot o e e e o e e m = 27, 791, 603
PWC; -
Clags I (land) . - oo e e - 434, 800
Clags II (buildings and installed cquipment) - - - ocmmnn- 41, 142, 152
otal - e e e mmmmmmm e — e 41, 576, 952
FLETRACEN: - —
Class T (land) - - oo oo oo e e 9, 600
Clags II (buildings and installed equipment) .- - .- 3, 218, 109
POt - o o e mm e cmme—mmmm—— 3, 227, 709
COMMSTA: -
Class I (Jand) - oo oo 260, 319
Clags II (buildings and instailed equipment) - oo 3, 340, 244
LObA] - — o e e e mmmmm e mmm—m e 3, 600, 563
6. Family housing:
Under Approved
Type Existing construction not started
Ganehart .o emmnea e 619 0 0
Wherry.__. 200 0 0
Other oo ccccacmeaeen 703 400 0
Trailer spaces 0 0 76
Total 1,522 400 76
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6. Troop housing (number of spaces) :

Dormitories Under Approved
existing canstruction not started

BEQ:
Permanentorungraded. . .. ... . ceooaoo... 3,384 504 0
Semipermanent/substandard. . 656 0 0
Permanent or ungraded_____ - 345 0 0
Semipermanent/substandard 687 0 0

7. Hospitals: Hospital with 528 beds. Dispensary with 0 bed capacity.
8. Major construction programs since fiscal year 1967 :

Amount Percent
Fiscal year (miltions) completed
$3.747 10p
2.875 ()
. 685 100
2.450 (O]
4.170 ¢)
1$2.740 million—0 percent, $0.135 million-—70 percent.
2$1.981 million—60 percent, $0.325 million—50 percent, $0.144 million—100 percent,
3 $1.660 million—75 percent, $1.335 million—100 percent, $1.375 million—80 percent.
Navan StatioN, Neweort, R.I1.
1. Savings—ullimate:

a. Manpower authorization______________________________________._ 1, 456
Military 731
Civilian_ . __. 725

b. Annual fiseal (in millions).__ . ___________________________ . ____. $18. 385
Military . .. 7. 646
Civilian pay and other O. & M.N_. _____________________________ 9. 889
NIF operations_ . ____ o ____.___. . 850

2. Construction costs avoided (in millions): 7

Fisecal year: )

1973 and prior_ . $11. 276
1074 3. 172
YOS 7. 254
1076 12. 224
Y07 e 3. 511
1078 5. 652
3. Costs (xn millions):

Reloeation of personnel and equipment______ e e $8. 224

4. Buase changes resulling from this action only:
Preceding Following
action action

a. Manpower authorization:

Ml ary e 15, 833 2,671
Civilian. T 5,421 4, 696

b. Annual fiscal (in millions):

MY PaY e e $118, 3i6 $27.128
Civilian pay and other 0. & M.N._ _ $78.044 $55.912
NIF operations_____.__..._.____. $7.740 $6. 890
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[613 Congressional Report)
BosTtoNn CoMmPLEX, BostoN, Mass.
PLANNED ACTION

1. Disestablish the Naval Support Activity, Naval Hospital Chelses, Naval
Shipyard, Marine Barracks and related support activities except as enumerated
in 2 and 3 below : .

2. Reduce the Commandant, First Naval District, Naval Investigative Services
Office and the Armed Forces Police Detachment.

3. Retain the Naval Air Station, South Weymouth, Superintendent of Ship-
building, Quincy, Naval Reserve Center, Naval Recruiting District, Armed Forces
Hxamining Center, USS CONSTITUTION and NROTC and Administration Unit
at Massachusetts Institute of Technology.

DISCUSSION

The planned actions are a part of an.overall effort to realign the shore estab-
lishment commensurate with the programmed reductions of the operating units
of the Fleet. The reduced force jevels have resulted in the suspension and cancel-
lation of a substantial amount of ship work for FY 1973 and beyond.

The reduction of the Boston complex will result in an eventnal annual savings
of $28.980M and a reduction of 554 military and 5,338 civilian manpower billets.
One-time costs to implement this action total $33.054M.

1. Location: Boston, Massachusetts. o

9. Date of acquisition of major part of complex: 1800.

3..Physical size:

NAVSUPPACT Hospital S_hipyard Marine Barracks
ACreago OWNEt. . -eeemeemmomnannns 5.3 87.99 307.79 1.22
Acreage 18250 .o creooeeiecmannes 105 oo 65 e
4. Acquisition cost:
NAVSUPPACT Hospital‘ Shipyard Marine barracks
LN . o oo cmcwemammmmme e $1, 268, 465 $19, 846 $4,418, 997 $5, 520
Buildings 6, 714, 437 6,910, 588 85, 549, 208 324, 691
Total 7,982, 902 6, 930, 434 89, 968, 205 330,211
5. Family housing:
X Under Approved
Type Existing construction not started
Capehart 2huspital) ........
Capehart (NAVSUPPACT)...

Leased NAVSUPPACT)_
Other (shipyard). ...

Other (NAVSUPPACT). - ocmeenmm

Other (hospital)-ceo oo memmommemmmmemmcm o mm e

6. Troop housing (number of spaces) (shipyard/hospitel/Marine barracks):

Dormitories Under Approved

existing construction not started
Qi’ermanent or ungraded - 354/275/139 0/0/0 0/0/0
Semipermanem/subs‘tandard- - 0/31 0 0/0/0 0/0/0

BOQ:
Permanent or ungraded_ .o ocalooeeacooicaonnen 20/ 50/ 0 0/0/0 0/0/0
Semipermanent/substandard. . o cooooooommaenn 0/ ¢/ 0 0/0/0 8/0/0

99-673—73—6
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7. Hospitals: One with 488 beds. Dispensary and dental clinic at the shipyard.
8. Major construction programs since 1967 :

Amount Percent

Fiscal year (millions) completed

;9~68 shi g& 0. 485 N *100

1969 &m:g;;:dg s2. 645 100

1970 (shipyard) 7.919 100

Boston CompLEX, Boston, Mass.
1. Sovings—ultimate:

a. Manpower authorizgation. . ___________________________________ &, 892
Ml ATy - 554
Civilian_ T 5, 838

b. Annual fiseal (in millions). .. ______________________ . ______.____ —33. 980
MRitary pay - - 5. 236
Civilian pay and other O. & M.N____________________ "~/ " 2. 184
Navy industrial funds__._____________________________"7""""" 16. 560

"~ 2. Construction costs avoided (in millions) :

Fiscal vear:

1973 and prioT- - o . None
1974 T $0. 937
1T T None
F R $0. 195
Y7 T $10. 648

3. Costs (in millions)
Relocation of personnel and equipment_..._______._________________ $33. 054

4. Base changes resulting from this action only:

Preceding action Following action

a. Manpower authorization:
MIIRATY . e 1,649 634
Civilian_ . .____.__ S I L TS 6,417 318
b, Aanual fiscal (in millions):
MIlItary pay - ..o e $15.03% $5. 557
Civilian pay and other 0. & M.N_ _____._____ ______ T TTOTTTTTTTTC $14.671 $4.848
Navy industrial funds____________ . . . __ Tt $91, 838 0

Mrs. HeckrEr. As a result of the inadequacy of the 613 reports, I
then requested documents known as ths Case Study and Justifica-
tion Foiders, which contain the actual detailed analysis of each base
closing and transfer.

The Pentagon claims its decision to close the bases was based on
evidence in these files. The Navy, after first agreeing to provide the
information, called and informed my office that the Navy refused to
release the files claiming that they were “internal documents.”

To make matters worse, when the same information was requested
from the Air Force officials, they claimed analyses of the Hanscom
and Otis Air Force Bases had been partially destroyed. Apparently
the wisdom of the Air Force is extremely ephemeral.

Mr. Warpie. Would you provide that correspondence for the com-
mittee that we might include it in this record ?
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Mys. Heckrrr. Mr. Chairman, unfortunately, these were conver-
sations with my staff extending over 3 days, and involving at least
19 different conversations with two different staff members. Navy
officials were initially cooperative, but became less cooperative and
finally they said that these were internal documents not available
to a Member of Congress.

Mr. Warpis. I think we should get a written statement from
Navy to the effect that those documents are not available to us.

I “would like also a statement from the Air Force that those
records have been burned. ITow did they say that occurred? Was
that on purpose or by actident?

Mrs. IHmckrzr. gimply that they had been partially destroyed.
This was material in the Justification Folders.

Mr. Warpie. I think we ought to clarify that. I would like to get
it clarified for the committee. As a matter of fact, we will make
the inquiries also. I would suggest you make a written inquiry, but
we will, on behalf of the committee make the identical inquiry.

Mrs. Heosrer. Well, I certainly would appreciate your looking
into it as well. I have already appealed to the Secretary of Defense,
James Schlesinger, requesting that he direct the Navy to deliver the
requested material to my office as soon as possible. .

1 would like to insert in the record a copy of my letter to Secretary
Schlesinger.

[The letter follows:]

May 30, 1973.
Seceretary of Defense, Designate,
The Pentagon,
Washington, D, C.

DEAR MR. SECRETARY ¢ As you know, the Naval base closings in Massachusetts
and Rhode Island will impact very heavily on my Congressional District.
Last week, in an attempt to analyze the Navy’s justification for closing
Quonset Point, Newport and the. Boston Navy Yard, I requested the Case
Study and Justification Folders which I have been informed contain the
Navy's detailed analyses justifying these closings. The Navy refused to
provide me with these files on the grounds that they were “internal documents”.
This 1s nonsense.

I think it ig outrageous to withhold this vital information from Congress
when virtually billions of dollars of the taxpayers money and the livelihoods
of many thousands of New Englanders are substantially affected by the
Navy's decision. I want to know on what basis that decision was made and
1 think my constituents deserve a detailed explanation.

The objective of my investigation is to determine whether regional discrimi-
nation was involved in these closings. The longer these analyses are withheld,
the more suspicious 1 become that these closings were not motivated by
objective analysis alone.

1 would appreciate it if you would look into this matter and direct the
Navy and Air Force to deliver the requested material to my office as soon as
possible.

Sincerely yours,
MARGARET M. HECKLER,
Member of Congress.

Mys., Hrcerer. I understand that this letter has been bouncing
back and forth between the Defense Department and the CIA. How-
ever 1 have not had an acknowledgement of a letter, let alone an
answer.
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I am also pursuing this with the Navy. I would appreciate learning
what response you receive,

Mr. Warpie. We will pursue it, also.

Mrs. Hecxprer. I have never heard of this classification “internal
documents,”

Mr. Wawpie. Yes, I have heard of that.

Mrs. Heckrer. Well, I have not heard it up until now.

Mr. Wacpie. Also working papers.

Mrs. Hrcever. Working papers. But, if they shred working papers,
one wonders how valuable the work could be.

It seems to me there is no basis in national security for the
Pentagon to withhold this information. In fact, I have a staff
member with top security clearance who is going to analyze the
data with me, should it become available. But it seems to me that
the secrecy surrounding the decisions is as abhorrent as the decisions
themselves.

I believe that both the affected workers of southern New England
and the taxpayers in general, have a right to know on what basis
the decisions have been made.

I think the defense workersin southern New England have every
right to be told why they must bear an inordinate share of the
cutbacks. As my colleagues from Rhode Island will deseribe, it is
a crippling blow to that particular State.

As I have indicated, the spillover affects my district which
adjoins Rhode Tsland. I think there is a valid question as to whether
or not the savings claimed by the Pentagon actually will be the
taxpayers’ gain.

I think that could be very illusory. There is also a question of
the strategic wisdom of the decisions.

Obviously, if we are going to move our Atlantic fleet from the
northeast, and centralize it in the southern area, it indicates a
change in military posture. Probably the Russians know more
about the specific base decisions than we do. T am sure they have
been analyzing this. I think, when the Navy decides to move the
fleet, it is making a very fundamental judgment on the whole utiliza-
tion of surface vessels and I think the Congress deserves to know
about that. I think it is entirely inappropriate for the Pentagon to
make the decisions unilaterally and never be asked to explain.

My insistance in receiving this information is motivated in part
by a GAO report done last year showing that the Army was less
than candid with the Congress about the cost of transferring fune-
tions from Fort Holahird in Baltimore to a location in the Southwest.

As it turned ont, there was inadequate housing, water, and other
facilities in the desert country for the new installaticn.

When the Congress discovered that problem, it was a fait accompli.
And now we are very close to that same point in New England. I
hope we can obtain the facts so we can analyze this situation before
it also becomes a fait accompli.

We are still in the transition stages. And we still have time to
assess the military and economic questions, as well as the impact on
local communities.

Frankly, I do not believe that the Defense Department has con-
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sidered these questions. For example, have they calculated the
cconomic multiplier effect that will derive from the closings? Have
they considered what types of industry can be brought in to alleviate
the loss? I don’t think so.

Tt seems incredible to me that the military can have all of their
contingency plans for war and no contingency plans for peace. If
it. does, then it will not explain the plans to the public, or to. the
Congress. I think this kind of arrogance is indefensible.

Mr. Warpme. May I interrupt you just a moment.

You might be interested in the response I received from a repre-
‘sentative of the Office. of Economic Adjustment. He said that
apparently it is the only Federal entity that is vested with any
responsibility to plan for peace.

And T asked them why they were not able to come up with plans
for a -base closure long before the base is closed so they could pull
them off the shelf and sav, this is it? They said that if they were to
do that, the plans would be outdated in 5 years. Though they could
make plans for war 5 years in advance, and would be sﬁ)le to update
them to keep constant with that, we came up with an initial con-
clusion that the last place to vest Federal responsibility in planning
for reconversion from war to peace was in the department charged
to make war. :

Perhaps the Commerce Department or something like that would
be more appropriate for the Federal role in planning for conver-
sion. - : :

Mr. WisoN. Mr. Chairman, in connection with that, I have been
amazed that construction projects are still on the board for those
areas where they are closing bases, '
 Mrs. Hecxrer. Is that true?

Mr. Wirson. Oh, yes. In California, bases are being closed, yet
they have not updated the construction program to coincide with
the base closing program. And this was not something they just
thought up overnight.

This has been on the boards, I am sure, for sometime, and they
were just trying to find the strategic time to announce it. You are
certainly correct, Mr. Chairman, that someone has to help guide
them during peacetime.

Mr. Warome. Yes. My impression is that the function they perform
at the Department of Defense is an appropriate function, and we
always ought to have that—their assistance in reconversion. But
the primary responsibility for the Federal role ought to be vested
in a department other than the department that is having part of
its empire phased out in a case like this.

Mrs. Fleckrrr. I would agree with you, Mr. Chairman. I think
there has to be oversight. If the peacetime transition is not
handled capably and responsibly by the Defense Department as it
obviously has not been. then the Congress should see to it that
there provisions are made. The decisions were arrogantly announced
without any consideration of alternatives, so as to make one feel
the Congress is not a factor at all. The Defense Department relates
merely to the Armed Services Committecs, and T think they should
realize that there are 435 members of the House. While T have every
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respeet for the Armed Services Committees, and while T realize that
there are matters of security that should not be revealed ; I do feel that
these are not such select matters. These are the matters ¢f phasing out or
closing bases, and open discussion certainly would not jeopardize
our futiire security. ) .

Yet, the same withholding of information pertains, Mr. Chairman,
and I think it is“absolutely outrageous. It would bs one thing for
a private company to make its own decision without informing
the workers of the potential loss of jobs (although that, too, is
insensitive and at times unconscionable on the part of private in-
dustry), but here you have the Federal Government which is
responsible to the people. In this case I do not think the withholding
of information can be justified.

I also question how we can make military decisions on our defense
budget if we are not given the information that will stand behind
the decisions and document their wisdom.

So, this information, to me, is one of the most basic needs.

The second, of ¢ourse—the only approach I can see at the moment
is the passage of the Emergency Manpower and Dafense Workers
Assistance Act of 1973 which seeks to provide short-term assistance
to these workers.

Now, since coming here this morning, I have been informed that
your dommittee has drafted a similar piece of legislation which
offers some protection for the workers. You have a responsive
attitude in listening to the problem and trying to take forward-
looking steps, and I certainly salute you for that. I intend to
cosponsor the legislation because this Committee is probably the
only viable force in the Congress that is moving toward resolving
the very human problems that exist for all the workers involved.

It seems to me that the whole economic recovery effort should
be an issue that your Committee could well address. It would
complement studies being made on the local level, for example in
the city of Taunton, Mass., located in my District.

There is a real need to look hard into this whole eccnomic question
of economic recovery.

Two examples are the computerized referral program run by the
Civil Service Commission for displaced employees and the Presi-
dent’s Interagency FEconomic Adjustment Committee. Programs such
as these have high-sounding names and have high-minded goals,
however I question how effective they are. )

The time to really examine them, and restructure them if necessary,
is right now.

There are many dedicated people whose lives and livelihoods are
at stake in this action and they deserve all the help the Government
can give, for ,

In this painful transition period, all of the high-sounding rhetoric
will not make up for the very personal loss, '

I will submit a further detailed statement for the record. This is
the first time in my life that T have joined in an action against the
Defense: Department, -and T have done so because they have not
complied with the statutory requirement that they furnish Congress
with a full report on the justification for the closures.
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Many of us in Massachusetts and Rhode Island delegations have
joined a lawsuit brought by the National Association of Government
Employees, because this is the only way perhaps legally to bring
out the information.

I would hope that with the initiative of your committee and our
own heckling efforts, that we may get the facts and then we can
start an analysis. :

T wish we could find a way to delay the decision on closures until
this material has been sifted and considered by the committes and
by the Congress, as a whole,

Mr. Wacrpre. Thank you, Mrs. HECKLER.

Mr. Moakley?

Mr. Moaxrry. As I said to Gerry Studds, who just testified before
you, I talked with Admiral Zumwalt this morning. He said the
Boston base should have been closed 3 years ago, which means that
the iNavy Department had prior knowledge that this base was going
to close. -

And T agree with you. I think it was so cruel that they did not
allow the people working there more time to relocate and allow
them to make other choices.

1f he thought it should have closed 3 years ago, if the people had
8 or 4 years to relocate I think better use could have been made of
their time and it would not be as cold and cruel as it is today.

I think it was a political decision and I think that we, all of us in
the New England area, feel it was a political decision. ‘

When the New York Times carries a story about Senator Scott
claiming he stopped them from closing Philadelphia, what else
can we, in Massachusetts, feel but that it was a political decision.

T would hope this committes could stop the closings until we do
have the information that you and other members of the New
England delegation sought to get with very little results.

" Mrs. Finorrer. If Admiral Zumwalt is so convinced of the wisdom
of the Navy’s decision, it is hard to justify the secrecy of their
justification in their folders.

Tf their decision is so obviously correct, then why have they
withheld the data supporting the decision?

T do not understand this, although I do respect the Admiral. But
I think the contradiction in the actions taken by the Navy Depart-
ment are difficult to understand and explain.

Mr. Moagruy. In fact I, like yourself, have asked many questions
and veceived answers that were not really responsive. But through
the grapevine, and through the scuttlebutt route we have found that
some of these decisions were made when Chaffee was the Secretary
of the Navy.

So, therefore, it means that a lot of things that are happening
today were in the pipeline before the last election—and we should
have been told at that time.

Mrs. Hroxrer. Tt seems to me the military has taken the most
painful way to make their decisions known.

Mr. Warpre. Mr. Wilson? '

Mr. Witson. Well, T do not have any questions. I want to thank
Mrs. Heckler for being here. T think that the contribution of each
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of the Members here, toward solving this particularly difficult prob-
lem affecting New England, is certainly something that would be
worthwhile for the committee to consider.

I am in a kind of a quandary. We know, as Admiral Zumwalt
told Mr. Moakley this morning, this has been in the works for
sometime.

In fact a lot of these bases have been closed and wherever the
Government, does it, someone is hurt.

However, it seems like New England, T will admit, got more
closings than its share. And, obviously, there were some areas that
were able to prevent it because of stronger political pressure ap-
parently than came out of New England.

Philadelphia’s was not closed but it was supposed to have been
closed several years ago. I know Jimmy Byrne, when he was still
on the Armed Services Committee, helped to kesp it open at that
time. It is the same situation with me, I am trying to get rid of a
naval facility in my district so we can have a park for the city.
It does not involve as many people as you have involved.

I certainly would sympathize with the problem you have. I will
work with the committee on anything we can do to help in whatever
reasonable way possible.

Mrs. Heckrer. If T may respond briefly.

Mr. Warpie. Surely.

Mrs. Heckrer. I do realize cuts have to be made and I think
everyone in our delegation does. What we have just asked for is
a fair allocation of the burden. What has happened is that the
proportion of “the blow which was experienced in New FEngland
was disproportionate to our size.

Perhaps Admiral Zumwalt is right, and these are the right
decisions, but in view of the consequences I think he should justify
why Boston should be closed and Philadelphia kept open. In the
absence of that decision and: explanation, the obvious conclusion
is political interference or influence. These decisions cut too close
to the hearts and lives of our people to be conducted on this totally
arrogane atmosphere in which the military answer to no one except
the Armed Services Committee. There are others in the Congress
who have a right to be heard.

Mr. Wrisow. You are absolutely right.

Mrs. Hrorrer. T would hope we could write some legislation to
prevent this in the future for other sections of the country, but I
hove through your committee we can get the answers, Mr. Chairman.

Mr. Warpie. Thank vou, Mrs. Heckler, for your appearance.

[The prepared statement submitted by Mrs. Heckler follows 1]

STATEMENT oF HonN. MARGARET M. HECKELFER, A REPRESENTATIVE
IN CoNGRESS FROM THE STATE OF MASSACHUSETTS

Mr. Chairman, T apnreciate this opportunity to appear bhefore this com-
mittee this morning to.discuss the eruel impact of the base closines in southern
New England. T eommend you and your eommittee for holding these hearings
on this important and timely suhject—I think it is a great public service.
The recent base closing decision is not only reaking economic havoe on
certaln sections of the country, but the impact is even more devastating on
the lives of those civilian- workers whose jobs will be abruptly terminated.

Approved For Release 2005/06/06 : CIA-RDP75B00380R000700070001-1



Approved For Release 2005/06/06 : CIA-RDP75B00380R000700070001-1
85

This committee can go a long way toward smoothing this transition period
for those effected people, many of whom have devoted their entire working
lives to' this country.

(Just the other day, a 52 year old constituent and 27 year employee of
the Naval Air Rework Facility -at Quonset drove home to me the personal
tragedies that flow in the wake of these closings. He asked, “What am I
going to do at 52 in a job market that already has over 7% unemployed—
with another 9-14,000 unemployed being dumped on the market as a result
of these clogings?’) You can tell him about all of the high sounding Pentagon
and Civil Service Comunission programs that will help him, but cynacism is
running high in Southern New England these days.

Hopefully your hearings and a careful study by this committee of the vari-
ous bills that have been introduced to provide emergency relief to these
civilian workers will provide at least a partidl answer to many thousands
of my constituents that are going to suffer from both the primary and sec-
ondary impact of thesc closings.

Mr. Chairman, although I fully realize that California did not come out
of this action unscathed, I think you can appreciate my fixation on Southern
New England. This issue is of more than passing concern to my district. The
Tenth District of Massachusetts, unfortunately, is right at the hub of a circle
of disaster. The closing of the Boston Navy Yard, Quonset, and Newport rep-
resents nearly half the civilian jobs that are being eliminated nationally.
These bases are all within 30 miles of my district. The Tenth District of Mas-
sachusetts is a bedroom community for a good portion of these workers. We
not only suffer substantially from the primary impact of these job termina-
tions, but the secondary impact or multiplier effect is another cruel blow.

IMPACT OF THE CLOSINGS ON SOUTHERN NEW ENGLAND

The closings of these military facilities was a cruel blow to New England
both in terms of the secondary and more importantly in terms of the workers
and their families whose jobs were terminated.

Although I have becn a constant supporter of a strong national security
policy for the United States, I have advocated making specific cuts in the
military budget to eliminate wasteful spending and excess capacity that, in
fact, weakens our defense. In thig case the completely unknown quantity is
how these base closings relate to our mnational security. However, it is hard
to swallow these recent base closings where the major share of this reduc-
tion shouid be aimed at Massachusetts and Rhode Island, particularly at a time
of very high unemployment in the New England area. To drop another 9,000
workers in Massachusetts alone in the already disastrous job market is a
callous action.

The potential economic loss to the State of Massachusetts has been esti-
mated as high as $1.7 billion. The cost to the more than 13,000 workers affected
is more serious. They will lose their present jobs, jobs which in many cases
they have -held for their entire working lives. Although some will have the
option to be transferred, 9,000 workers will be terminated.

In a state where the unemployment rate is 7.2%, the economic future for
these men and womén looks bleak indeed. In Fall River, one of the major
laL;/)r markets in my district, the unemployment rate is already approaching
10%.

When 9,000 workers are added to the 185,000 currently jobless in Massa-
chusetts, the prospect for early relocation is not bright.

This problem is compounded by the age of the work force. 409 of the
employees at-the Boston Naval Yard are between tlie ages of 45 and 54, an-
other 28% are over 55—68¢, are over 45.

Their employment options are limited by their age and the reluctance of
employers to hire older men and women.

A study by the Arms Control and Disarmament Agency of base closings

concluded: “ . . . displaced workers who decide to continue their carcers ag
Federal Government employees experienced a marked change in their em-
ployment status . . . some had to accept lower grade positions in order to do so.

and nearly all of the employees who continued to work for the Federal Govern-
ment had to relecate outside the local labor market area.”
These workers are being asked to bear the burden of a decision that is be-
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lieved to be in the national interest. For that reason, I believe that the nation
has a responsibility to ‘ease the burden as much as possible.

According to Navy figures, the 1972 gross payroll for Navy civilian em-
ployees and military personnel in the Rhode-Island-Southern Massachusetts
area totals slightly more than $344 million—an Increase of about $25 million
over the previous year.

We know from past experlence that besides the .actual loss of civilian defense
jobs or military jobs in a community that there are serious multiplier effects
as well. The Department of Defense estimates that for every 100 civilian de-
fense jobs lost in a community, there are an additional 153 other service Jobs
Jost as well—nen anad women who were grocers, plumbers, and bus drivers
for- those civillan workers. For every 100 military jobs lost, they estimate
that there are another 68 jobs lost in the community. So we are talking about
impact that can create economic chaos in & community.

There was one claim that 3,000 Quonset Point workers will lose their 3obs
in & months—this seems outrageous if it is true.

Most of these closings will be accomplished in a year—I understand pre-
vious closings were phased down over a 3-5 year period.

The Pentagon action on these closings will affect 274 facilities in 32 states,
It 1s curious to note that of the 41,350 civilian workers affected and the
28,383 civilian jobs eliminated in those 32 states—just about half of those
Jobs eliminated are concentrated in Massachusetts and Rhode Island.

Senator Carl Curtis of Nebraska wasg moved to denounce these closures as
“highly political” and estimated that the moves will cost the taxpayers more
than the Pentagon claims they will save.

Tn fact, Senator Scott of Pennsylvania, the majority leader in the Senate,
boasted in 8 New York Times artiele recently that he was responsible for
keeping the Philadelphia Navy Yard open. Of course, the Boston Naval Ship-
yard was closed.

Under these circumstances T think that the question of regional discrimina-
tion is a valid issue for New Englanders to raise,

If » valid and objective case were made that these installations were not in
the hest interest of efficiency and national defense, I would not argue that they
shiould be maintained forever.

However, what T do argue is that the people of New England should have
been given a fair shake vis-a-vig other regions of the country. I have seen no
evidence in the information submitted to the Congress to show that this was an
objeetive decision and only circumstantial evidence that it was discriminatory.

WITHHOLDING INFORMATION FROM THE CONGRESS

Two weeks ngo, T decided that T would look into these charges of regional
diserimination to determine whether there was substance to the charges. 1
wanted to see the analysis and justification material that led Pentagon
decision makers to close the New England bases vis-a-vis alternative bases.

I wanted to determine for myself—I{f we are going to take our lumps
in New ¥ngland, are we going to, in faect, save the taxpayers some money or
are the claimed savings as effervescent as bubbles in Wrench champagne, T
also .wanted to know the level of analysis that went into determining the
economic impact of these aetions—if indeed there was any.

The analvsis that was provided to the Congress in the required 613 Con-
gresgional Reports is a joke. They average about 8 pages and consist of no
analysis of alternntives, but merely conclusions. The numbers could be
completely bogus, but there is no way to check, These reports curiously
satisfied the Armed Rerviceg Committees that everything was fair and square,

I then requested the “Case Study and Justification Tolders” that contained
the detailed analyses of each base closing and transfer. 'The Pentagon claims
;ril]mt its decisions to cloge the bases were based on evidence contained in these

8,

The Navy, after first agreeing to provide the infor ation, called and
informed my office that the Navy refused to release the files, claiming that
they were “internal documents”,

1o make matters worse, when the same information was requested from
the Air Force officinlg, they claimed their analyses had been destroyed after
the decislon had been made to close Westover and to reduce the Hanscom
and Otis bases.
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The longer these studies are withheld, the more suspicious I become that
these closings were not based on objective analysis, but could be due to
regional discrimination. .

I think the Navy’s refusal to provide this vital information to the Congress
is outrageous. On May 30, 1973, I wrote to the Secretary of Defense James
Schlesinger requesting that he direct the Navy to deliver the requested
material to my office as soon as possible. (At this point in the record, I
would like to insert a copy of the letter.)

It has been over a week now since I sent the letter to Secretary Schlesinger,
and I am sfill awaiting a response from the Pentagon—in fact they have
not even acknowledged receipt of the letter. There are no possible reasons
of national security for the Pentagon to withhold this information from
my office, In fact, I have a staff member with a Top Security clearance who
will analyze this data with me. I find this kind of government secrecy is
abhorrent. The Congress and more specifically the affected workers of Southern
New lingland deserve to know on what basis they were asked to absorb such
an inordinate share-—abont 50%—of the cutbacks. The taxpayers deserve to
know whether the Pentagon savings claims are valid. There are also questions
of national security involved in these cutbacks which should be publicly
explained. For example, is it strategically valid to concentrate our Atlantic
naval force structure in fewer and fewer baseg. Or iy the Navy admitting
thiat surface vessels are so vulnerable to a serions Soviet attack that they
arve of little strategic value? I would argue strongly that it is inappropriate
to allow the Pentagon to make these decisions unilaterally.

My insistance on receiving this information is partly driven by tle GAQO
report of about a year ago, that found that the Army had been less than
candid with the Congress about the cost of transferring functions from Fort
Holabird in Baltimore to Fort Huachuca in the desert of Arizona. It turned
out later that there was inadequate housing, water, and other vital facilities
in the desert contrary to Army claims. However, by the time the Congress
discovered the problem, the move was a fait accompli.

LACK OF COMMUNITY ASSISTANCE

I am constantly getting complaints from communities and workers affected
by the clogings that tell me that were jammed with these closure announce-
ments. They argue that if they had been given prior notification of the
closings, they could have better planned for economic conversion and future
community development. As a result, there would not have been such chaos
and economic upheaval for both the workers and the communities involved.
I think these people deserve better treatment.

Although there will be no bases closed in my district, there will be sub-
stantial direet unemployment and multiplier impact from all sides—on the
North the Boston Naval Shipyard, on the South the Quonset and Newport
bases, and to the East Otis Airbase. Yet I am finding that the Federal
Government is responding only to the areas immediately surrounding the
closed bases. The Pentagon can’t even give me an estimate of the economic
impact on my district. Most of the businesses and governments in my district
are living in total ignorance of the future impact. I understand that the
Pentagon testified yesterday to the effect that the economic impact of base
closures on the community involved is irrelevant. That is an outrageously
callous statement. Those officials should be made to face the workers of
my district who have devoted their lives to the defense of our nation.

Procedures have to be changed so that communities are given advance notice
of impending base closing so that advance planning ean be accomplished to
case the plight of both the workers and the communities involved. The
Pentagon should be forced to take the impact into consideration before they
dessimate a community.

I was talking to the Mayor’s Office in Fall River, Massachusetts yesterday
and they told me that they had asked the Navy at a bricfing on the closings
for an economic impact figure for the Fall River avea. The Navy admitted
that they didn’t have one, but would give them an estimate shortly. It is
now two months later and Fall River still has not received a response from
the Navy. How do you plan as a community under these circumstances?

The lack of advance planning on the part of the Pentagon to alleviate
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suffering at the community level operates to make tliese cuthacks as painful
as possible. Although the Pentagon will utter pious words about economic
adjustment, when the rhetoric is peeled away, there ig little if anything there.

Mr. Chairman, it is unconscionable that the military has a raft of con-
tingeney plans for war, but no contingency plans for peace.

RECOMMENDATIONS

Mr. Chairman, when national decisions such as base closings are made,
individual communities and workers should not be forced to suffer the full
burden of these decisions. They need and deserve the full support of the
Federal Government to adjust to the resulting chaos.

For this reason, I have strongly supported the early passage of 1. R. 7485,
“The Emergency Manpower and Defense Workers Assistance Act of 1973",
which geeks to provide short-term assistance to those workers affected by
the clogings. It anthorizes public service employment, health benefits, early
retirement, moving expenses, and extended severance benefits to workers who
lose thelr jobs as a result of these base closing decisions.

I am sure that the committee is all too aware of the provisions of this
bill for me to elaborate on them here. But I want to emphasize that these
benefits are minimal actions that the Federal government must take to ease
the economic and social burden on workers who lose their jobs as a result of
the decision to close these bases across the country,

Mr. Chairman, I would also suggest to your committee that early in the
ball game that your staff investigate the effectiveness of some of the high
sounding programs that the Pentagon has put into effect to aid civilian em-
ployees and communities affécted by the cut-backs: Department of Defense
Program for Stability of Civilian Employees: The Computerized Referral
Program; The Civil Service Commission’s Displaced Employee Program ;
The DIresident’s Inter-Agency Feonomie Adjustment Committee; and others,

It would be a far greater benefit to determine the effectiveness of these
programs now, when there is time to restructure them, rather than affer
the fact.

I would also like to point out that I have joined with several of my
colleagues from the Massachusetts delegation in becoming party to a suit
against the Defense Department secking a delay in the implementation of
the base closures and cutbacks until the Secretary of Defense complies with
the statntory requirement that he furuish the Congress with a full report
on the justification for the closures. Up until this point, there has not been
adequate Jjustifieation, and I support this legal action because it is one
possibie way to compel the Defense Department to comply with the law.

I canw’t help but repeat that there are many, manyv dedicated people’s lives
and livelihoods at stake in this operation and they deserve thie most effective
help the Federal government can provide. T am sure that your committee
will g0 a long way toward easing the plight of these individuals in this painful
transition period.

Thank you.

The next witness will be Congressman St Germain from Rhode
Island. Mr. St Germain, if you will proceed.

STATEMENT OF HON. FERNAND ST GERMAIN, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF RHODE ISLAND

Mr. St Germarw. Thank you, Mr. Chairman,.

. At this point T would like to elaborate and perhaps add in a few
Instances, rather than go _on with the statement. T am sure my
colleague, Mr, Tiernan, will want to do the same thing,

Tt is true we are faced with and we share a mutual problem. We
also share it with Mrs. Heckler and Mr. Moakley and everyone
else in the New England delegation.

Mr. Warpre. Mav I interrupt you just a moment? T was struck
by a figure Mrs. Heckler gave and T was not aware that that
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geography—that all of the bases in Rhode Island and Massachusetts,
the primary bases, are within about 30 miles from her district.

Mr. ST GErmarn. Yes; that is correct. And we are suffering as
she said, 50 percent of the cuts that were announced nationally are
being effected in New England in the Boston and Rhode Island
area.

The subcommittee we appear before today, this morning, has
among its responsibilities, I feel, the morale of Federal employees;
right?

%\{[r. Warpie. Yes; and the impact upon them of, such as we are
discussing. : ‘

Mr. St GErmaiNe. Right.

Well, April 17 these cuts were announced. The major portion of
the RII’S are going to take place within a very short period of
time. I think, as far as the Federal employees are concerned and
as far as the members of this committee and the Members of the
Congress are concerhed, you must remember that it eculd also
happen to you. ‘

Now, it has happened to us. April 17 the announcement was made
and within a matter of months, 4,000 Federal employees, as explained
by Mrs. Heckler, with various terms of employment, now find that
through an action by the Federal Goyvernment—by the Department
of Defense and in this instance, by the Navy-—found that they no
longer will be able to earn the wherewithal to support their families,
to maintain their homes, to educate their children.

Deputy Secretary Clements, who is now Acting Secretary of
Defense, stated very bluntly, very arrogantly and very carelessly
last week that there would bz no review.

Now, thousands of people from Rhode Island, Massachusetts, the
delegations from New England as well as many prominent citizens
have called upon the President to ask for an audience with him.

Now, he flew over Mississippi to view the flood damage and that
was o tragedy.

But, it was a tragedy over which no one had any control. Yet, he
refuses to even acknowledge personally the request that he meet with
the  New Englad delegation to look at the tragedy that is being
caused by the Department of Defense over which there is control.

Now, as has been brought out, these plans have been in the making
for over 2 years. When Mr. Tiernan and I, Senators Pastore and
Pell, met with the gentleman who was in Rhode Tsland the week
before last, representing the Office of Economic Adjustment, I asked
him, at the time when they first looked into what the economic impact
of these closings would be.

Amazingly, T was told 3 weeks ago they really began to look
into it. Now, the Navy concerns itself, like Admiral Zumwalt, with
line items in the budget. They do not take into account the cost to
the American taxpayer of what they are doing in such a sudden
manner, such a precipitous manner, in the fields of housing, in the
fields of educaticn.

There is a Jady whose husband is now stationed in Newport who
was in Norfolk 3 years ago. In 1969 she had been waiting 2 years
for housing for her family.
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She never did get that housing. She was still way down the line
on the list. And now they are injecting all of these additional
families into that area. Who is going to pay for that housing?
‘We, the taxpayers are.

Yet we are abandoning housing that was certified as necessary
under the 236 program less than a year ago by the Secretary of the
Navy and by the Navy. We have numerous speeches made by
representatives of the Navy during this 2-year period. Yet during
this same time the Navy says they were aware of the fact that the
plans had been compiled and were ready to go. )

They made the American taxpayer build this 2%6 housing, made
other taxpayers put up conventional housing and row all of this is
going to go on the auction block and it is going to go into default.

The information we have sought, every member of the delegation,
for justification of these moves, they tell us they cannot give us
because it is classified.

Why is it they are trying to classify it? They state it has to do
with what our force requirements will be for 1980 and 1990.

Yet you can go to the Naval Institute and read the papers that
have been drafted on these very points and they are public knowl-
edge. But to members of Congress, we are not allowed, we are not
given this information.

I repeat, as T said earlier, it could happen to you. It is happening
to us but it could happen to you, gentlemen. It could happen to any
Member of the Congress, that his or her district could be so drasti-
cally and tragically affected. '

As T say, the thing that really amazes me is, if we are concerned
with dollars and cents. why is it that we do not require the Depart-
ment of Defense, the Navy in this instance, to tell us and to make
a study of what the economic impact is going to be—not only in
the area that they are leaving, but the area that they are moving to.
What are the requirements as T said before—what are they going
to be for housing, for education? ’

The sum is untold billions of dollars. So, the allegred savings that
they talk about in this instance are not going to be thers.

In conclusion, the other thing that bothers me and bothers all of
us is that we have been told that—and this is by some retired
admirals who are very knowledgeable, that the likelihood that the
Navy will give up the land, particularly in the Newport area such
& strategic area, is very remote.

They will probably lease this land. But they will not divest
themselves of this land.

50 what does that mean? That means how do you pet private
industry in this area andl to establish in this area whon they are
told that within 2 matter of 24 to 48 hours to a week, they can be
ordered to disband, to move out hecanse the navy and the defense
department for strategic purposes might well need these installations,

This is what really hurts. One last thing. The same Admiral I
spoke to who told me this, stated another thing: He said the Navy
should welcome the opportunity to justify their moves. ’

Well, unfortunately, the present incumbents in the Department
of Defense and Navy, rather than welcoming the oppertunity to
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justify that which they are doing, are using every means at their
disposal to avoid answering any questions that would be of assistance
to the members of Congress, to help us to understand why they are
doing this. I do hope that this subcommittee will pursue that which
the chairman stated earlier, in looking for these reasons, because I
say, your jurisdiction is intimately involved in that it has to do
with the morale of Federal employees. Four thousand people have
been told that within a matter of months they are out of work.

One more point: In the areas that they are moving the fleet to
their unemployment rates are between 2 and 3 percent. We, in Rhode
Tsland and adjoining Massachusetts, have an unemployment rate
of 6 percent and above in some of the areas that are being affected.

Mr, Warpm. There are some that say the statistics of unemploy-
ment are important. But the election statistics last November were
equally important and overriding.

Mr. St Grrmarn. You are correct. I might ask my colleague
to mention at this time the ad I hope they saw.

Mr. Warpie. Before we go into questions, if you gentlemen agree,
we will ask Mr. Tiernan to proceed.

STATEMENT OF HON, ROBERT 0. TIERNAN, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF RHODE ISLAND

Mr. Turwan. Thank you, Mr. Chairman, I want to thank you
and your colleagues for giving us this opportunity to testify before
you. As you know, most of us from New England introduced
legislation similar to yours. We are in support of your legislation
beoause I think it does accomplish some of the ends that must be
met to ease the situation the Navy has created. I want to join in
the remarks of my colleague from Rhode Island and good friend,
Fred St Germain.

I am sure you have had testimony from other members of
Congress in the New England area. Rhode Island is special in that
we have taken the brunt of the civilian cuts. In our State we have
two major facilities, Newport and Quonset Air Station which have
been ordered closed down.

They are within 10 miles of each other. Many people from St
Germain’s District work at Quonset which is in my Congressional
District. We will lose about 4,000 civilian jobs in that one facility.
‘And there will be about 725 civilian jobs eliminated in Newport.
But the military impact with the transfer of over 39 naval vessels
out of Newport to other ports means that the economic impact
in a very compact, small area such as Aquidnick Island where
Newport is located is really disastrous. That is why I think this
logislation is very important. T think when you analyze the fact
that these emplovees have worked for the navy for a number of
years—some of them are in a position to take a retirement but it
is not a voluntary retirement as such. And I think that this type
of legislation conld help to ease the impact.

1 would say that while we are testifying here today in favor of
this legislation, we do so because we believe that the Navy owes a

b

responsibility to Rhode Island and to Massachusetts, but particularly
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to Rhode Island. As Congressman St Germain indicated, they
came to our State within a year and a half ago and made public
statements with regard to the need for morz housing for naval
personnel.

The private investors in the State of Rhode Island undertook to
enter into contracts: with the Federal Government under different
housing programs, subsidy and nonsubsidy programs, and built these
housing units.

Now, they find not only are the bases going to be closed, but
the Navy, in fact, as far back as 1971 were contemplating these
steps. In other words, it seems to me, Mr. Chairman, and members
of the committee, that this is not the way the Government should act.

You should not be out telling the people in the community to
build more housing, implying, “we are going to be with you and,
if you do build this housing and show us that you want us to stay
in vour State, you know, we will.”

That is the implied expression. But to do this at a time when
plans are in the works to close down, is simply wrong. I agree with
what Charlie Wilson said about the fact that the Navy does have to
restrict and have to cut back. We are not saying that they should
not do this and maybe as Margaret Heckler said, this is probably
justified but the manner in which they did it is all wrong. The
fact is that DOD will not come up and testify before your committer
or any other committee or even the Rhode Island delegation.

During the last election, a full-page newspaper ad with a map of
Rhode Island showing the two naval installations, Quonset and New-
port appeared in Rhode Island papers. The ad said that, if you vote
for McGovern, you are going to Jose these facilities. But if you do
not vote for McGovern, Nixon will not close the Naval bases in
Rhode Island It was signed by Mr. Maurice Stans, and now nobody
seems to want to acknowledge who ordered that ad to be put in the
newspaper.

Tiut the people in the State know the Rhode Island chairman of
the Committee To Re-Elect the President put a full-page ad in the
Washington Post asking the President to meet with him just to
discuss this closing and also mentioned the fact that he had received
2 letter from the President, thanking him for his efforts and if ever
he could do him a favor, he would be happy to do it.

Well, the President has not even acknowledged or offered to have
n visit with him in the White House. So, we are here probably as
a very small area in this country, but T think, as Congressman St
Germain has said, maybe others have said it, this type of action can
later affect many other States, many other areas. And I think that
this type of legislation where we are providing some funds to help
our displaced workers, make the adjustment frcm the type of work
that they have been doing for the Navy, making manpower training
funds available, will assist greatly in making the transfer to a
private economy.

We can go on and I can go on about the statistics of unemploy-
ment but you are aware of that, Mr. Chairman, and T want to again
thank you and the members of the committee. We appreciate this
very much,
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I hope that we are going to be in a position to support you on
the floor of the House when you report this bill out. '

Mr. Warpme. Have you gotten any response at all from the ad-
ministration as to why the bases are being closed? '

Mrs. Heckler went through s long explanation of her efforts
that were not productive. You were here, I do not know if Mr.
Tiernan was. here for the full presentation, but have you gone
through the same sort of exercise with not any other response
than she? -

Mr. St GerMAIN. Yes.

Mr. TierNaN. Yes.

The last official talk we bad with the Navy was really with the
Secretary of Dofense, Elliot Richardson. And that was about a week
before the announcement. Senator Pastore, Mr. O’Neill, the Majority
Leader, Senator Brooke, Senator Kennedy, we had everyone there
from the ‘States affected and he indicated that the decision was
not going to be reviewable once the decision was announced.

Senator Pastore specifically asked him whether or not, after you
make the announcement, would there -be an opportunity to review
the justifications. T
- He said no, there would not. And there has not been. .

Mr. Warpme. The tragedy: is this committee has authority to
‘examine the consequences to the Federal employee, the work force,
that is our jurisdiction. But the committee that has the clout to
bring about the actions is the Armed Services Committee.

Mr. St Germain. May I make another statement, for the benefit
of my very dear and respected colleague, Mr. Wilson, who serves
‘on the Armed Services Committee. If you will check the construction
authorization for Newport, you will find that approximately -2
years-ago you authorized barracks at Newport. $3 million.

They are now 50 percent complete. That is $3 million - of the
taxpayers’ money: Construction was begun on these barracks at the
‘very time the Navy knew that it was most likely that the installation
at Newport would be shut down; and that the ships would be moved
to other areas. - oo . S

Let me say to the committee, I keep repeating, it could happen
to you. Now, we all realized every one of us in New England, that
cuts: were- going to occur. We are prepared to be affected. By the
same token, we say let us be fair about this, let us - be equitable
about this. Why pick on.one area of the country and soak us with
50 percent of the cuts nationally? : ,

1 do wish, Mr. Wilson, and so does Bob and everyone of us in
New England that the Armed Services Committee would take the
bull by the horns here because it can happen to you and to anyone,
any other member of Congress. And let us get this thing out mn the
open and let’s get it exposed to the light of day.

Mr., TiernaN. If my colleague would yield, also, I would say I
think, in fairness, after November that there was—this was in
April—that Rhode Island might have joined Massachusetts.
ﬂHowever, Rhode Island did support the President in his reelection
efforts.

- Mr. Moaxrey. Only because he was going -to keep the base open.

99-673—73—T7
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Mr. Tierwan. I think so.

Mr. Warpie, Mr. Moakley ? )

Mr. MoagLey. Actually, all of us in the New England area, I think
you will agree, knew there would be cuts but we thought they
would be made with a paring knife not a guillotine.

I am sure nobody in their wildest imagination felt all those bases
would be closed. But if I could address the question to both you
gentlemen—since I am a relatively new member of Congress and
perhaps my information is not as precise as yours—it has come to
my attention that some of these conternplated cuts were made under
then Secretary of the Navy, Mr. Chaffee, back as far as 1970 and
1971, Would you care to comment on that?

Mr. St GermamN. Mr. Still, who is staff director of my subcom-
mittee, went down to the Department of Defense with some members
of the subcommittee, of the staff of the Government Operations
Committss. Rather than speculate here, I would ask him.

Mr. Stmx. Approximately 2% years ago, Mr. Moakley, the re-
quirement was given to the Center for Naval Analysis to project
home ports for a reduction in the number of fleet units, I believe
the reduction -was 288 to 244.

The instructions given to the Center for Naval Analysis, which is
a Rand Corporation for the Navy is information we have requested
and have not as vet received. To understand the decision it is nec-
essary for us to have the original directive and requirements the
Navy planners were operating under as they began their analysis
process. The ports were divided into Fast Coast-West Coast existing
homenorts for the fleet. On the East coast Newport, New London,
Charleston, Norfolk and Mayport were analyzed from a cost effec-
tiveness point of view. Charleston and New London were excluded
because of the nuclear submarine service capability not existing in
any other port. So, it is fair to say that two and a half years ago,
the Department of Defense, in terms of contingency planning,
directed the Center to develop plans for the closing of one or more
ports. So. all of the other decisions the Congressmen have been
talking about in terms of laying on requirements for education,
and housing. and other public improvements were made at a time
when certainly Navy planners were aware of the base closings.

Mr. St GrruarN. Therefore, theyv were known to the then Secre-
tarv of the Navy. That is quite evident.

Mr. Moaxrey. So, it is fair to say that 215 years ago—those in
power knew that the proposed cuts included the Boston Naval
Yard, Newport and Quonset—214 years ago!

Mr, Stiir. From a contingency planning point of view.

Mr. Moaxrey. The purnose of this committee is to find out why,
even to this day, some Federal and Civilian employees have not
been notified that their bases will be closed, as is the case in the
Otis Air Base. We would just like to know how the government
can operate in a vacuum to the detriment of so many people who
were probably brought from other sections of the country just to
work here,

Mr. St Germarn. We have specific cases of people who, if they
were kept on until I believe in one case, until, September of this
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year, this gentleman would qualify for retirement. We cannot get
an agsurance that they will find a way to keep this man on until
September of this year.

Now, the announcement was not until April of this year and
this man may not qualify for retirement for that short time period:
through no action of his own. He is an innocent victim.

Mr. Moagrey, Whereas if he knew to look around 215 years
ago, he probably could have placed himself in another governmental
position and qualified for it.

Similarly, I resent the callous way they deal with personnel
brought here from other areas of the country to work on special
projects.

Mr. Warpre. Well, that has been the thing we have constantly
run into.

The Department of Defense apparently has a list of facilities that
it may close down without any great impact upon the military
requirements of the country. They keep it in their pocket.

Mr. Allan Kerr of DOD described this yesterday, and testified
before the committee. But he said they are not going to close them
all. They just keep a list handy. We asked, well, do you have any
planning contingencies for the remote case that you might clos
them down'? :

He said, no, we don’t want to do that because we will alarm
people. If we suggest we want to plan for it, they will be alarmed.

So they think 1t is best psychologically to pretend they are not
going to do anything until they do it. And then deal with the
debris of human hopes and ambitions and aspirations that are
created, in a very short time.

Mr. St GermaiN. I would inform the Committee that among the
information provided us by the gentleman from the Office of Eco-
nomic Adjustment—the fact was brought out there were going to
be 8,000 housing units vacated as a result of—these transfers. There
are $10 million in taxpayers money alone, to 237 small businesses
in the areas of Quonset and Newport.

We are not -even talking about Boston, Mr. Moakley, just this
small area. They say there is $10 million of SBA loans, taxpayer’s
money, that are susceptible to loss.

In other words, these people going into bankruptey, as a result
of these cuts. He admitted as I stated, they did not do any study
prior to the April 17 announcement; no in-depth study as to the
economic impact. They admitted that the school system is going
to be drastically affected. In one community they are going to -cut
by 50 percent the school population. You talk about suborning,
well, the Navy perjured themselves and they suborned these com-
munities and investors into investing their hard-earned -dollars to
build these facilities that are now going to go empty.

Mr. Warpte, I want to interrupt you just a moment there, and
turn over to Mr. Wilson. They testified yesterday that local eco-
nomic impact was no criterion whatsoever in terms of these decisions.

Mr. St Germain. That is right. They could care less.

Mr. Warpie. They were quite blunt about it. They said that that
has no bearing. '
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Mr. Moakiey. Someone quoted Admiral Zumwalt as saying it
was immoral to think of the economic impact when thinking of
closing these types of bases.

[ understand partly what has happened. I think the Navy De-
partment has been given the order to cut their budget down to
the bone and what they are doing is cutting these bases so they
can spend more money for the new carriers, probably put more
money into the Trident submarine, because they only have so many
dollars.

So they feel it is more important to have carriers and some of
these other things than to keep the bases open. But the thing that
bothers me regarding some of the overseas bases—they have thou-
sands and thousands of people working there and they have not
cut back one iota, as far as I know.

Mr., Warpre. Mr. Wilson.

Mr. Wison. It is obvious that they are more concerned with the
economy of Greece and Athens, there, than they are with the econ-
omy of our own country.

Do you have any reason to think“that if Chafes had been elected
to the Senate, this would not have happened?

Mr. St Germarx. Mr. Wilson, with the actions of this Adminis-
tration, logic does not apply. You cannot pursue logic because it
just would not apply.

Mr. Wiwson. Chafeet—will he run against you?

Mr. TiorNan. We do not know. He might run for anything.

I would say he would be in an extremely emkarrassing position
if he had been clected to the Senate and then had these announce-
ments made. I think there might have been some different type of
announcement. 1 think: it would not have been—if there was going
to be some cutback it would not have been of the scale that we are
experiencing now and I think he would be in a position to go to the
President and say that the ad was in the paper. Now, that is my
feeling. But I have no facts to back it up.

T would say that the one thing that might indicate that that
might not be so, was the fact that as the Secretary of the Navy,
he apparently did not have the ability to make much change in
what was being planned at that time. Our indication from a pre-
liminary report from the General Accounting Office is that this goes
back to 1971 and on up through March of 1972.

Mr. Wruson. Former Deputy Secrctary Packard has said many
times that we have too many bases. There is no question but that
the closing of bases is often postponed until after an election.

Mr. Tizrvaw. If T may respond to that, our former colleague,
Mr. Laird, Secretary of Defense, indicated to me that these an-
nouncements had been prepared prior to last May but because of
our S.E. Asia involvement and the resumption in the bombing
of Hanoi and the mining of Haiphong that it was decided not to
make the announcement at that time because it would have a very
bad psychological effect. It was postponed then, of course, it went
past the time of the conventions and it was very close to election,
so it was postponed again. He was to make those announcements
after the election. He said he thought the new Secretary of Defenso
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ought to make those announcements. I would assume his experience
on the Hill as a Congressman served him well there.

Mr. Wizson. I think Zumwalt said it was immoral to talk about
the economics ‘

Mr. Moakiry. I did not get it firsthand.

Did you ever hear that statement ¥

Mr. Trornan. I have received it from other Naval personnel. As
the Chairman said, the factor of economic impact was not a factor
in the decision.

Mr. Wuson. The word “immoral” was used.

Mr. Moaxrey. Yes, that is the way I got it. )

Mr, Wirsox. It is not immoral to do some of the other things
the Executive DBranch has been doing. o

Mr. Tiernan, what is the status as far as job opportunities in
your state? You state there are 551 jobs left at the Quonset air
base? They have actually reduced some jobs. There are 3,500 people
left that have to be taken care of through retirement or other jobs.

Mr. TrerNaN. Right. The present situation according to the figures
we have is that there will be about 2300 civilian employees displaced
45 a result of the action at Quonset. In other words as of July 1,
1974 that figure may be reduced by some people taking an annuity
less than—Iess than full annuity. .

Mr. Warpme. Those figures are always misleading. Always dis-
count those figures. People are forced into retirement who do not
want to retire, but they are considered as being a retired employee.
That is a nonsensical picture of the thing.

Look, there were only 47 people that were really fired. That 1s
foolish and distorted. It is hardly satisfactory to an employec who
needs a job to support his family.

}I}Ir. 2VVILSON. You know just the fact that they have a job offered—
where?

Mr. TierNaN, Southeast Asia.

Mr. Warpmm. Southeast Asia?

Mr. TrizrNan. General Electric came in a week ago
© Mr, Wirson. I was thinking of Alabama or Mississippi being bad.

Mr. Tiernay. G.E. came in and interviewed something like 90
airplane mechanics and technicians and offered them jobs in South-
east Asia for no less than a year, they had to sign up for more than
a year.

Mr. Warpre. The South Vietnamese Air Force.

Mr. Tmryvan. Yes. '

Mr. Moaxrry. They are keeping it in the same job market area.
[Laughter.]

Mr. Treryan. Well, this is no laughing matter, but, you know,
the problem is that the Navy had now come forth and the Gov-
ernment’s coming forth saying we are getting private employees
to come to Quonset to interview employees down there. And we are
making these jobs available to them. But as you point out, Mr.
Chairman, the question is where are these jobs and how is a man who
has children in school, some in local schools and maybe some in
colleges, to uproot them and move them, to dislocate them.

Mr, Warpie, Furthermore, General Electric is engaged in hiring
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mercenaries in that situation. They are hiring Americans to per-
form functions for military soldiers in South Vietnam. It is & de-
meaning miserable offer for the replacement of responsible jobs to
send them over there.

Mr. Wison. They may be family people, they may want to stay
in this country with their families, you know. I think it is hard
enough to move from one community to another in the United States.

Mr, St Germain. There are a number of instances also, where you
have men who are maybe 2, 8 and 4 years short of retirement that
have been offered jobs in other areas of the country. A very hard
decision has to be made, to wit, do I sell the home I have? Ineci-
dentally, the real estate market in this area has—you know, gone
down to rock bottom. Houses are going to go begging. It is a de-
cision that has to be made. Should he sell his home? Ons indi-
vidual T know has a hobby of repairing old auntomobiles, and has
invested thousands of dollars in equipment. This is his whole life.
Does he sell his home and move to that area or does he say to his
wife, T will see you in 3 or 4 years. You stay here with the chil-
dren, keep things going; and T ‘will send the checks home. He cer-
tainly cannot afford to fly back and forth every weekend because
they are not going to compensate him any extra for that. '

Ile is living on a budget. As you know, Southeast Asia is bad,
but even the move within the country, for people who are in their
50’ and late 40%s, is a difficult one. That is why the Defense De-
partment can say, we offered them a job but he turned it down.
The fellow did not turn it down because he did rot want or need
employment. It is because the overall cost would be a loss to the
man.

Mr. Wisox. So, 4,000 is probably a very small figure when you
think of the impact on:the business community.

Mr. St Germain. Right, we estimate a greater impact and this
is conservative because it comes from the Office of Economic Ad-
justment. Certainly they are trying to keep it down as low is
possible but they estimate in addition 7,000 jobs in the areas in
Newport and Quonset that are going to 20 begging—they are going
to be lost. People that worked in industries that serviced the mili-
tary. Remember they are taking 17,000 military out of the State
of Rhode Island.

Mr. Wnson. I am surprised, as Mrs. Heckler testified, at tha
refusal of the Department of Defense to have some responsible offi-
cial meet with you to justify the closing of these bases. I will make
seme inquiries.

Mr. Tmrwan. Fred and I always voted for military construction
and also the military appropriations bill. We have supported amend-
ments to curtail our involvement in Southeast Asia. One thing I
would like to point out is the fact that in cur State we have fess
than a million people. And the total number of employees in thae
State is a very significant factor in relation to the total loss of
employment. The 17,000 military and over 4,600 civilian employees.
So that impact has to be related to the total working number of
people within the State, to show you what it is going to mean to us.
- Mr. Warpie. May T ask Mr. Wilson a question?
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~Relative to the practices of the Armed Services Committee, do
base employers in any way receive any serutiny from the sub-
committee of the Armed Services Committee?

Mr. Wison. No.

Mr. Warpie. Does it automatically approve, absent some major
protest?

Mr. Witson. In the past, we have received advance information
that they were considering closing a base. In this case, members of
the committee were given an opportunity before the official an-
nouncement was made to review matters within their own States,
However, the final decision rests with the administration.

Mr. Warpie. This sort of inquiry, our inquiry has gone beyond
our narrow limits, and I have no objection to it. But it is hard
for mo to believe that the Navy gives a damn what this committee
thinks about its activities. -

I do not think it much cares what the Armed Services thinks
but if they have any concern, it would be with Armed Services.

Mr. Wirson. It seems to me, Mr. Chairman, that is a possibility
of overlapping jurisdiction. If we were to try and make some in-
quiries of the Department of Defense, itself, it would be wise to
discuss it with the Chairman of the Armed Services Committee and
attempt to get his cooperation. Very likely he would give it to you.

Mr. Warpte. I think we should sit down with him. I am not con-
cerned about overlapping jurisdiction, but I am concerned with
trying to get some results that are beneficial to the people affected.
I am awfully afraid that our area is so limited that our effect,
if a positive one, will be in terms of delaying closures until we
have had an opportunity to look at the consequences much beyond
those that have been examined so far. That will only occur if the
Armed Services Committee insists upon those delays.

Mr. Wison. We have a direct concern, of course with civilian
employees,

But I think if there is some way we could work together, the two
committees, we could probably obtain more information and achieve
a more objective solution.

Mr. Warpre. Well, T guess you are the only member of our com-
mittee who is also on Armed Services.

Mr. Wirson. Dick White is a member.

Mr. Warpie. I would suggest you and I sit down with the chair-
man and see what we can work out.

Mr., Wison. All right, I shall be happy to.

Mr. Warpie. Do you have other matters?

Mr. Tiernan. No.

Mr. St Germain. I would also like to thank you for hearing us
out. We both realize that your jurisdiction is limited. By the same
token, I am sure you can see from our reaction to your questions
and our testimony that we have been frustrated. We have not had
a forum. We have not been able to talk to the President, or anyone.

Frankly, despite your limited jurisdiction, it has been refreshing:
for us to get some of this off our chests because it has been terribly
frustrating. ' :

We are concerned with the average working people in our state
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that are going to be affected. We arce also concerned with the tax-
payers of America who are going to hear the cost of these moves
above and beyond the defense budget and the mavy budget, and
for housing and education. So I am very grateful to you gentlemen.

Mr. Warpm I think it has been helpful to us, too, to the com-
mittee, because our responsibility is a real one concerning the impact,
for example, on retirement funds, of these early retirements that
will now be precipitated. The whole question of what happens when
a major Federal installation is terminated, whav happens to the
Federal workers is clearly within the responsibility of this com-
mittee and I have no apologies for intruding into this area.

But I really believe the part of the solution to the problem with
which we are confronted, which are many faceted will only be found
through the Armed Services Committee.

Perhaps we can encourage their interest in the subject, too. Your
testimony has been most helpful to us and we appreciate that. Thank
you, gentlemen, The subcommittee will be adjourned.

[Whereupon at 11:55 a.m. the subcommittee adjourned.]

[The prepared statement submitted by Mr. St Germain follows:]

PREPARED STATEMENT OF HoN. FERNAND J. ST GERMAIN, A REPRESENTIVE
1N CONGRESS FROM THE STATE OF RHODE I[SLAND

© Mr. Chairman, when the Department of Defense on April 17 announced
plans to consolidate, reduce or close 274 military installations, no area of the
country was more ecritically and heavily affected than my own State of
Rhode Island.

At Quonset Point, the Naval Air Station and the Naval Air Rework Facility
are being closed. At Newport, the entire ecruiser-destroyer fleet is being
transferred. The Newport transfer of more than 13,000 military personnel
will commenece during the month of June and will be substantially completed
by the end of the summer.

The Navy.has been the largest employer in Rhode Island. In one devastating
blow, 80 percent ¢f those jobs are to be wiped out. The Rhode Island economy
was already under strain with an unemplcyment rate over 6 percent. Now
we face the prospect of over 4000 Federal civilian employees losing their
jobs, -and 17,000 military personnel transferred. Moreover, there will be an
indirect loss of at least 7000 additional civilizn jobs. Reliable estimates forecast
that unemployment will certainly rise to over 8 percent and may reach 10
percent. :

The Governor of IRhode Island, Philip W. Noel, will pregent the full dimen-
sions of the economic impact on the State before -this subcommittee on Friday.

Constant, persistent and rélentless efforis to date have failed to bring
about an opportunity to discuss this horrendous situation with the President.
Jecause we feel that the alleged economies are fallacious, and that inade-
quate consideration has been given to all the factors involved, we intend to
continue our efforts to reverse the decision to shut down our naval installations.

Should this not be accomplished, Congress, I feel, sbould insist that the
Deofense Department postpone its phase-out schedule for at least a year to
rectify the gross injustice that is being done in Rhode Island to, among
others, Federal émployecs by fthe lack of adequate notice. In an upheaval
of this kind,with scarce job opportunities, the Federal employee needs time to
make plans for his future to provide for hiraself and his family.

Considering the magnitude of the lay-offs, and the already high unemploy-
ment we have in Rhode Igland, the short warning time and rapid phase-out
timetable is indefensible, ’ )

I did not expect to see such callousness and insensitiveness by the Defense
Department to Federal employees.

I'm asking for a little human consideration for workers and their families.
We need at least an extra year.
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I would ask that this committee, because of the adverse effects on Federal
employees, help bring the pressure of Congress to bear upon the Defense
Department for a one year postponement. )

If it were clear that these moves were for the good of the country, that
they improved the national defense and that they meant significant' savings
of public revenues, then Rhode Islanders and government employees there
would willingly make the necessary sacrifices.

But that is not at all clear—far from it. Justifications by the Defense
Department have been inadequate at best. Repeated efforts by the Congressional
delegation to get in-depth answers have been unsuccessful. The President
has not responded to a request for a review of the situation. )

In my opinion, Federal employecs who have served the Navy for 20, 25, or
80 years have a right to a full and convineing explanation of the necessity of
fhese changes. They have not heard it. This is high-handed, insulated, Govern-
ment decision-making without responsiveness to the pecople at its worst. Ad-
mittedly, it is not untypical of the present Administration.

I feel that Federal employees are entitled to be completely reassured as
to the integrity of the planning and decision-making process. I mention this
because I know that the Chairman recognizes the importance of the morale
factor among Federal employees. )

Begides calling for a one year postponement in the base closings in Rhode
Island, I would like to ask this subcommittee to address itself to ways in
which Federal employees can be assisted in the event that these eclosings’
cannot be reversed. )

Tirst of all, I wish to endorse the bill introduced by Chairman Waldie,
H.R. 7731, with its provisions for early retirement, health benefits, and
readjustment allowances. .

I note particularly the importance of continuing the Federal health benefits
of any employee subject to a reduction in force. I strongly support this
provision to continue the health benefits for as long as three years or until
reemployment. Presently, there are no health benefits after separation.

Likewise, I hope the subcommittee will adopt the provisions for a readjust-
ment allowance of 75 percent of ayerage weekly wage for 52 weeks, or until
reemployment. . : .

In addition to this legislation, T hope the committee will consider eliminating
the 2 percent annuity reduction for those who retire between the ages of
50 and 55. ) . .

With regard to early retirement provisions, I would also ask the committee
to consider making those with 20 years of Tederal service eligible for retire-
ment if the Government cannot offer them comparable employment within
six months after separation. Such retirement might be at a reduced level,
but in no case should the reduction exceed 25 percent.

T would also favor legislation allowing those who retire after June 30, as
a result of a reduction in force, to be eligible for the 6.1 percent cost-of-living
jncrease at any time before computation is made for another year.

I feel that provisions such as I have mentioned are especially necessary and
appropriate when large-scale layoffs occur in high unemployment areas.

Knowing the compassion and concern for the welfare of Federal employees
that is found among the Members of this subcommittec and in its excellent
Chairman, I am confident that I am not being presumptuous in asking that
these recommendationg be given every consideration.

[The prepared statement submitted by Mr. Tiernan follows:]

STaTEMENT oF HoON. RoBERT O. TIERNAN, A REPRESENTATIVE
1N CONGRESS FROM THE STATE OF RHODE ISLAND

My. Chairman, I want to thank you and your Colleagues on the Committee
for providing me this opportunity to speak briefly about the human impact
of the base closings in Rhode Island. As you know, two naval installations are
affected by the Administration’s action announced on April 17th, Quonset
Naval Air Station and the Newport Naval Base. At Quonset approximately
4,000 civilian jobs will be eliminated and the facility will be disestablished.
Over in Newport 725 civiliang will be dislocated as a conseéquence of the
planned transfers of 39 ships presently berthed there. Quonset is located in the
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Second Congressional District which T represent and Newport is in the First
District represented by my friend and Colleague, Fred St Germain.

‘With this in mind, 1 will address myself to some of the statistics that apply
to the quonset complex—3,512 permanent jobs held by civilians at Quonset
will be ecliminated. In addition there are a number of temporary positions
presently in force which of course will be eliminated; some 400 are in this
latter category.

The personnel situation at Quonset as of Monday this week is as follows:
551 job offers from other Naval Rework Tacilities have been made available
to Quonset employees: so far 52 have accepted and 41 have declined.

Sccondly, 322 employees have filed for retirement benefits and 127 have
filed for disability benefits.

Of the 3500 employees at Quonsct affected by the closing, a total of 1500
are eligible for either optional retirement or discontinued annuity. Obviously,
there are employees in the latter category who do not want to retire. There-
fore, we are talking about a flgure greater than 2300 when we talk about
actual job dislocations.

I feel very strongly about the creation of a special Federal program to.
assist those employees who are being thrown out of work and who cannot
retire. I am a co-sponsor of Majority Leader O'Neill’'s bill. H.R. 7485, which
would provide readjustments allowances, job opportunities, full early retire-
ment, relocation benefits and retraining opportunities. I believe it includes
similar provisions that are part of your bill Mr. Chalrman, HLR. 7731. I have
also sponsored legislation that would assist communities ‘who are adversely
affected by the closing of a military installation by way of technical assistance
to attract new jobs and new industries.

I believe the government has a moral responsibility to help these people
and the communities in which they live. In recent years the Navy has en-
couraged the impression that they were a permanent part of the landscape
in Rhode Island. Navy brass encouraged the building of more housing units
and creation of new service Industries. And now we are confronted with
the April announcement. There is a feeling among many people in Rhode
Island that they were deceived.

Mr. Chairman, T urge your Committee to act on the legislation presently
pending that would assist this fine group of citizens who have given untold
years of service to the Federal government. This has been their life and
they should not now be sacrificed in an insensitive way. I pledge my support
to help them in their time of need.
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FEDERAL EMPLOYEE ASSISTANCE IN A REDUCTION
| IN FORCE

FRIDAY, JUNE 8, 1973

, U.S. HousE oF REPRESENTATIVES,
SUBCOMMITTEE ON RETIREMENT AND EmMrroYE: BENEFITS,
Commrrrer oN Post Orrice Axp Civin SERVICE,
Washington, D.C.

The subcommittee met, pursuant to recess, at 9:40 a.m., in room 210,
«Cannon House Office Building, Hon. Dominick V. Daniels (acting
.chairman) presiding. : :

Mr. Danwrs. The Subcommittee on Retirement and Employee
Benefits will come to order.

" Our first witness this morning is the Honorable Philip W. Noel,
‘Governor of the State of Rhode Island.

I want to extend a most cordial welcome. I notice you are ac-
companied by my very able and distinguished colleague, Mr. Fer-
nand St Germain, who represents District I of your State.

1 might say to you that he is a very hard-working, energetic,
and capable Congressman and you should be very, very proud of
him as we are down here. I am quite sure that Congressman St
‘Germain will do his utmost for the State of Rhode Island and its
problems, particularly the problems about which you will testify
‘this morning.

We have similar problems in the State of New Jersey, as a
matter of fact, in my own congressional district. Your testimony
‘this morning, 1 think, will be quite helpful.

. Mr. St Germain, do you desire to be heard?

Mr. St GermaiN. Yes; I would appreciate the opportunity, Mr.
«Chairman, to introduce the very young and energetic and hard-
working Governor of Rhode Island.

He was elected to his first term as Governor and he had been
mayor of one of our major cities for a good period of time. Shortly
after his taking office what I call an unnatural disaster or a created
disaster hit Rhode Island in the form of the announced close-downs
of our Naval installations.

" The Governor has appointed a task force. Though we have been
fighting in Rhode Island to keep these bases open, we had to face
the prospect of should we not Ee suyccessful in that endeavor, we
had to prepare for the eventualities.

. The Governor, as I say, has put together an excellent task force
of very fine technical personnel, and T am sure he will tell you about
this this morning.

Accompanying the Governor are Mr. Glenn Kumekawa, the chair-
man of the Kconomic Renewal Coordinating Center for the State;

(103)
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Mr., Keven McKenna, chairman of the State Manpower Planning
Council; Mr. Wilbert T. Fritz, president of the National Asso-
ciation of Government Employees out of Quonset; and Mr. Domi-
nick Montana, who is president of the Quonset Point Association.

The Governor will be giving the formal testimony and they are
available for technical questions along with the Governor. I thank
the chairman for allowing me this opportunity to introduce my very
dear friend, the Governor of the State of Rhode Island.

STATEMENT OF HON. PHILIP W. NOEL, GOVERNOR OF THE STATE OF
RHODE ISLAND, ACCOMPANIED BY GLENN KUMEKAWA, CHAIR-
MAN, ECONOMIC RENEWAL COORDINATING CENTER; KEVEN A.
McKENNA, CHAIRMAN, STATE MANPOWER PLANNING COUNCIL;
WILBERT E. FRITZ, PRESIDENT, NATIONAL ASSOCIATION OF
GOVERNMENT EMPLOYEES; AND DOMINICK MONTANO, PRESI-
DENT, QUONSET POINT ASSOCIATION, LOCAL NO. 7, REGION I

Mr. Dawrers. I might say, Governor, that we are most pleased to
have you appear before the subcommittee to testify on this subject
matter.

Governor Noer. Thank you very much, Mr. Chairman and Con-
gressman St Germain. I deeply appreciate this opportunity to testify
before this committee.

In the last few years we in Rhode Island have found that, with
the exception of our congressional delegation, there have been few
persons in Washington willing to listen to the concerns of the State’s
Federal workers. :

I have a very lengthy statement that I would like to incorporate
by reference into the record. I don’t see any need, Mr. Chairman, to
go through the entire written statement.

~ Mr. Danmzrs. You may proceed, if you will, to highlight your
statement and summarize your recommendations.

Governor NoeL. Fine. That will be less painful for me and less
painful for you, Mr. Chairman. ‘

I would just like in summary to point out a few highlights. Tt
was April of 1973 when the administration announced that. the
Quonset Point Naval Station and the Naval Air Rework Facility
would be closed down and that the entire destroyer fleet would
be removed from Newport.

As a result of those announcements Rhode Island is now facing
its most severe economic crisis since the eve of the depression.

For our State to respond to this crisis we must have the support
and attention of Congress and committees of Congress like your own.

From the tables that we have submitted in our written testimony
you will see that the smallest State in this Nation was required
to take more than 50 percent of the burden of the cutbacks an-
nounced feor the Nation. Civilian job losses as a result of these
closures are much greater than the number of civilian workers who
are employed at the bases.
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- Because the Navy will no longer be purchasing in the State, and
because Navy personnel will no longer be consumers within the
State, and because unemployed workers do not continue spending
at the same levels as when they were employed, there will be a gen-
eral decrease in the business volume within the State. We are pro-
jecting. a potential secondary civilian job loss of 20,900 jobs in the
Rhode Island region, 16,900 of which will occur within the State.

This means a total job loss—primarily plus secondary impact—
of 25,400 civilians in the region, 21,400 of which will occur within
the State. : '

Mr. Daniers. Governor, when you refer to the region what area
are you encompassing?

Governor Nowr. It is mostly the triState region—Connecticut,

Massachusetts, Rhode Island. ‘
" Many of the workers at Newport and many of the private sector
businesses that service the 17,000 military personnel in that area
come from the Fall River-New Bedford area of Massachusetts, so
‘the region is Rhode Island and Southeastern Massachusetts. Of
_course there are other New England States that produce goods and
material and food products that are consumed by the 17,000-plus
‘military personnel that are being relocated elsewhere.

It these projections hold through, Mr. Chairman, the number of
unemployed }iersons will approximately double and the unemploy-
ment rate will'go up from its current 5.7 percent level to about
11 percent or more. '

T would like to mention the characteristics of the Federal workers
“who' are losing their jobs. I think that is especially appropriate
in testifying before this committee.

The Civil Service Commission informs us that the average age
of the civilian workers at the Naval bases is 48 at Quonset Point
and 53 at Newport. :

The average wage, including fringe benefits, is $10,000-at Quonset
and $9,500 at Newport. Some of these men are eligible for some
‘kind of retirement benefits. At Quonset 10 percent are eligible
for optional retirement benefits and 30 percent are eligible for dis-
_continued service benefits.

At Newport the figures are 15 percent for optional and 15 percent
for diseontinued service benefits. All of this is enumerated in the
tables we have submitted with the written testimony. :

Of these workers, 60 percent are veterans. The age distribution of
‘the workers is very uneven. There is a large group in the 45 to
.55 year age category and another large group in the 25 to 35 age
_category with almost no one in the 35 to 45 age category. This means
that there are two categories of workers and two categories of prob-
lems that these workers face.

Tn the written testimony you will see that we distinguish between
-the problems that will be faced by the older workers and the prob-
lems that” will be faced by the younger workers.

The problems of the Federal workers in Rhode Island extend far
‘beyond the loss of their Navy jobs. Their loss of employment will
.have a tremendous impact on the communities in which these work-
_ers and their military counterparts Have lived: The impact of Naval
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cutbacks on education for example, extends across all three levels
of the Federal system and has left serious questions about the ability
of some of the local school systems to continue their programs for
the children of the Federal workers about to become unemployed.

This is all very graphically depicted in the written testimony
and the tables that we have submitted with that festimony.

The housing situation is extremely complex. These Federal workers
are going to sustain a 'substantial reduction in the value of their:
real property. It is even possible that some of the value reduction
in their real estate can result in their property being worth less than
its present mortgage value.

There is going to be a very substantial effect on retail trade and
on State and local finances. I think this is especially important, Mr.,
Chairman, when you consider that the losses of Federal wages and
salaries, Federal educational aid, and home ownerships by Federal
and Naval employees will have a counterproductive impact on State
and local finances.

Rhode Island will have less revenue at a time when there will be
a greater demand for more services for former Federal employees
and their families.

As a State we are willing to do all we can to help these former
Federal employees. However our response will be lli)mited by our
financial capabilities and that financial capability will be severely
limited by the actions of the Federal Government in announcing
these closures and these military curtailments.

The extent to which Rhode Island will be able to respond to the
problems of employees will be a function of the amount of aid’
that the Federal Government is willing to commit to the State.

First, the State will require significant additional financial com-
mitments from the Federal Government for manpower programs,
for technical assistance programs, for economic development pro-
grams, for education, and other social service programs.

To date, under the administration’s special revenue-sharing strat-
egy, we, like other New England States, have only received cutbacks
in those areas where we are attempting to solve problems.

Second, we will need significant, individual aid for Federal em-
ployees.

And, third, we will need a commitment by the Federal Govern-
ment to cut red tape required to get programs started in our State:
so_that we can begin the process of economie recovery.

We have been working with the Economic Assistance Committee
of the Department of Defense and they have given us encourage-
ment by indicating that they are prepared and that they will com-
mend significant aid in many areas. However, so far these are just
statements. We haven’t seen any of that help. We haven’t been able
to sense that this is more than just words of encouragement.

We estimate that we will need at least $20 million in manpower
development and training funds in order to help retrain Federal
employees and related private sector employees for jobs. And I
think some of the other witnesses can tell you of some of the job
offers that have been extended to some of the employees that are
being let go and how many of those offers are not relevant because
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the skills do not match the job openings that are surfacing, so that
manpower retraining moneys are especlally critical if we are going
to help these Federal employees.

‘We estimate that we need over $200 million in public works funds
to start capital development projects that will spur the State’s
economy and provide jobs for unemployed Federal workers in the
interim before new private industry can be brought into the re-
converted Naval facilities.

We estimate that we will need at least $5 million immediately
in manpower funds and $1 million in technical assistance money
to get our reconversion efforts under way and before these employees
are released.

From the Congress we need changes in existing legislative authori-
ties which would (1{ allow more generous pension benefits to young
Federal employees losing their jobs in high unemployment areas
such as our State; (2) legislative authority which would allow Fed-
eral workers to carry their pension rights into new jobs in the
private sector; (3) action that would allow Federal workers to
continue to receive Federal health benefits until they obtain new
jobs; (4) action that would allow impacted aid for education of
the children of unemplpoyed Federal workers to continue for at
least 2 years after the Federal base closures; (5) relief that would
allow existing programs for economic and urban development to be
integrated into one bloc grant free of cumbersome guidelines; and,
finally, legislative authority that would allow the definition of dis-
aster aid in Federal aid programs to include unnatural disasters
such as base closings with this relative magnitude of impact.

Mr. Chairman, Rhode Island needs the help of Congress and
in particular the help of thih subcommittee. Any-influence that your
subcommittee could bring to bear upon the Federal bureaucracy
to help our State will facilitate our own effort to help the Federal
workers who have been hit by these Naval cutbacks.

In brief, that is a summary of what is contained in the written
testimony that we have presented for incorporation in the record
of your proceedings. ‘

[The prepared statement submitted by Governor Noel follows:]

PREPARED STATEMENT OF HoN. PHILIP W. NOEL, GOVERNOR OF THE STATE OF
RHODE ISLAND AND PROVIDENCE PLANTATIONS

Mr. Chairman ant distinguished members of the committee, your invitation
to testify is greatly appreciated. In the last few years, we in Rhode Island
have found that, excepting for our Congressional delegation, there have been
few persons in Washington willing to listen to the concerns of our state’s
federal workers. Your interest in the economic disaster that has befallen
our state and our federal workers is most welcome.

Since 1969, our federal workers at our navyl installations have heard a great
deal of encouraging rhetoric and have been hurt by a series of cutbacks—
culminating in the shutdown announced in April of 1973.

In 1969 and in 1970, representatives of the Department of the Navy were
telling the citizens of our state that they should be hospitable to the Navy.
‘We should build more schools, more homes, and be more sympathetic to
the problems of the Navy. The communities of our state responded to those
pleas and undcrtook new education and housing programs.

Our naval civilian workers were told that they must be more produdtive
and more cost effective because there were less defense dollars available.
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The workers responded. The naval air rework facility at Quonset Point, the
state’s largest industrial faecility before 1969, became the most efficient
rework facility in the Nation. .

What was the response of the Department of the Navy? In those years our
naval civilian workforce was cut by nearly 20 percent-from more than 10,200
workers to not more than 8,400 workers, and the number of military personnel
was reduced by more than 25 percent. .

Towever, in tlie Fall of 1972 Rhode Island was promised a savior.

The Committee to Re-elect the President placed advertisements in our
state newspapers promising our people that our naval bases would remain
open if they voted for the President. .

Rhode Island voted for the President.

And in April of 1973 the Administration announced that Quoriset ’oint Naval
‘Station and Naval Air Rework Facility would be closed down and that the
destroyer fleet would be removed from Newport.

Mr. Chairman, that is the record of the federal Administration in Rhode
island. It is a record of indensitivity. They bave played games with the fears
and hopes of federal workers while plans were underway to eliminate their
‘economic well-being. It has refused to. listen to the pleas of the workers to
extend the time frame for the cutbacks. .

As a result, Rhode Island is now facing its most severe economic crisis
since the eve of the depression. For our state to respond to this crisis, we
must have the support and attention of committees of Congress like your
‘own. We are facing a federally induced depression, and it is extremely impor-
tant that those of you here, at thé apex of our federal structure, understand
the dimensions of the crisis faced by the state of Rhode Island, and in par-
ticular, by the federal workers in Rhode Island.

Allow me to outline for you the dimensions of this crisis in terms of
tiie unemployment impact of the naval cutbacks in Rhode Island; the impact
of these cutbacks on our federal workers, in particular the older workers;
the impact of the cutbacks on our federal workers and on our communities;
and of what the response of the federal government should be.

THE UNEMPLOYMENT IMPACT

On April 16, 1973, the Department of Defense announced the “disestab-
lishmént” of the Naval Air Station and the Naval Air Rework Facility at
-Quonset Point and the “realignment” of the Naval Base at Newport.

You can see the impact ¢n the State of Rhide Island from Table 1, which
1 have enclosed. If you take the loss of civilian employees and military per-
sonnel together, you will see that the smallest state in the nation was required
‘to take more than fifty percent of the burden of the cutbacks announced for
the nation. -

In the absence of adequate federal programs to counteract the closure of
the bases, the civilians job losses as a result of these closures are much
greater than the number of civilian workers who were employed on the bases.
Because the Navy will no longer be purchasing in the state, because Navy
personnel will no longer be consumers in the state, and because unemployed
workers de not continue spending at the same levels as when they were
employed, there will he a general deecrease in the business volume of the state.
Decreased business volume and purchasing power will result in further job
layoffs, which, in turn, will result in further decreascs in business volume
and purchasing power.

We are projecting a potential secondary civilian job loss of 20,900 jobs
1n the Ithode Island region, 16,900 of which will occur within the state. This
means a total job loss—primary plus secondary impact-of 235,400 civilian jobs
in the region, 21,400 of which will occur within the state. See Appendix 1
for the derivation of these figures.
~If these projections hold; true, the number of unemployed persons will ap-
proximately double, and the unemployment rate will go up from its current
5.7% to about 11% or more.

I should like to point out at this time that the state’s economy, even before
these cutbacks were announced, has not been as healthy as the nation’s econo-
my. Last month, the state’s unemployment rate dropped below 69, for the
first time in two years.
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The closure of these bases will halt the momenimm we have been able to
build up and will instead thrust the state’s economy into a federally sponsored
crisis of near-depression proportions.

Imst weck the Department of Defense-announced its firm and final decision
that the reductions will take place by June 1, 1974—349 days from today.

We are informed that these reductions in force will be scheduled at a
somewhat proportionate rate over the next 12 months, that the Department
of Defense is Lopeful that many of the workers will transfer to other Naval
Airwork Facilities and that many others will accept early retirement.

We are not that hopefnl. Many of the workers who could retire have
retired as the result of the pressure that they have recelved from earlier
cuthacks.

Since the Department of Defense is cutting back employment across the
nation, it is not expected that there will be many positions available for
Rlode Island workers in other states-—ecven if they were willing to uproot
their families and move.

The predicament of the federal workers in Rhode Island is very compli-
cated and most frustrating. It is complicated, in that it is not clear if any
of the many varied federal programs that are on the books will be helpful.
1t is frustrating, in that they have little hope of obtaining another job with
the same level of benefits that they now reccive. It is frustrating, in that the
retirement option and the transfer option are not realistic choices for most
men. 'Those are possibilities that only cover over the utter despair that they
face because their fate is not really in their own hands.

Let me examine the characteristics of those federal workers losing their
Jjobs.

The Federal Civil Service Commission informs us that the average age of
the civilian workers at the Naval Bases is 48 at Quonset and 53 at Newport.
The average wege, inclnding fringe benefits, is $10,000 at Quonset and $9,500
at Newport.

Some of these men are eligible for some kind of retirement benefits, At
Guonget, 10% are cligible for “optional” retirement benefits and 30% are
eligible for “discontinued scrvice” benefits, At Newport, the figures are 159,
for optional, 15% for discontinued secrvice benefits. See Table 2.

Of the workers, 609 are veterans. .

The age distribution of the workers is very uneven:

There is a large group in the 45-55 age category, and another large group
in the 25-85 age ecategory, with almost no one in the 33-45 age category.

This means there are two categories of workers, and two categories of
problems these workers face.

The older worker

Ifere is a steady, responsible worker, wlio has worked for a long time on
the base and has Dbeen trying to take care of himself and his family, He
has bought a home on a mortgage and is trying to provide a college cducation
for his children, but he lias not yet|succeeded in establishing security for
himself and his family., Faced with the loss of his job within a year, he finds
himself just short of a full pension; just short of paying off his mortgage:
jnst short of educating his children; ahd just short of taking care of himself
and his family in a way he considers decenf. ITe is also just a little too old
to move easily into another job at a comparable skill and pay level without
some retraining and a robust cconomy to provide the new job openings. In
many instances, his age is the sole reason for non-aceeptability by private
sector employecs.

Hven those men who are eligible for carly retirement are not nececssarily
free of problems. Barly retirement appears to have a detrimental effect on
mental and physical health, according to studies analyzed by the Rhode Island
Department of Social and Rehabilitative Services.

‘We are told that the physical and mental lLealth of many workers will be
seriously affected. There will be increased feelings of alienation and worthless-
ness by those who were forced to give up their productive capacities.

The anxieties of these men arc not helped by the thought that they stand
ready to lose their pensions and extensive health benefits even if they obtain
a1 new job in the private sector.

Since there will be few other Ffederal jobs open to them, and since their

09- 67878~ 8
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pensions are not protuable, they stand to lose {heir sybstantial. pension privileges
if they accept a job in the private sector.

If there is a substantial interval before they obtain a job, they face the
possibility of having a major illness without the benefit of health insurance
coverage.

The younger worker

Here is another skilled, responsible worker. He has just started a career,
just started or completed an apprenticeship program, just started to begin
his own tamily and a home. He now finds himself out of & job in a reglon with
minimal work opportunities at his level of skill. Some will find new jobs
in the area, but to the extent that it ig not a new job and he outcompetes
gome one else for it, we still have a gocial problem. It is not the naval
civilian worker who is unemployed, buf someone elge is.

Some will move out of state. That is an easier option for a younger person.
And cerfainly, he should be aided in some way if he has to move to get a
job. But it has never been a positive element of social policy to encourage,
under duress, a mass migration of skilled workers to another area of the
conntry. Only the continued development of the regional economy wiil solve
this problem.

COMMUNILY IMPACT

The. problems of the federal workers extend beyond their navy jobs. Their
loss of unemployment has had a tremendous impact on the communities in
which these workers and their military counterparts have lived.

The state and communities of Rhode Islard have sacrificed much to accomo-
date the needs of federal and military employees. We have spent additional
funds to increase the height of the Newport Bridge so that carriers could
pass under it. Our builders and communities have invested tremendous sums
in new residential construction. Sewer and water lines for the homes of
military personnel who are mnow living in our state have been built and
expanded. School systems for military and naval civilian families have been
substantially expanded and continuing growthk predicated tpon naval needs.

Our state and the communities of our state have based their budgets, already
approved, for the coming year on the expectation of a continued flow of
tax resources from (he federal military and civilian personnel.

e are now faced with the loss of these revenues and the continued burden
of paying for the costs of those programs which werce established in response
to naval needs. Consequently, we as a state are less able to serve the needs
of the unemployed federal worker. In summary, the Navy has left our state
with unemployed workers and unpaid debts.

Allow me to elaborate on those impacts or. education, housing, the private
business sector, and on state and local government.

FDUCATION

The impact of naval cutbacks on education extends across all three levels
of the federal system and has left serious questions about the ability of some
local school systems to continue their programs for the children of unemployed
federal workers. Educational facilitics were needed for the proper schooling
of Navy-dependent children and children of federal workers, The facilities
were built, teachers were hired, and the communities puat forth their best
efforts to accommodate the mneeds of the Navy personnel. With the children
there and the buildings built, the towns received impacted aid from the
federal government for the operation of these schools because the tax hase
of the cvommunity did not include tax-exempt federal property. But now
that the children will be leaving, the impacted aid will stop. But the com-
munity is left with unnecessary buildings, bond debts and unemployed teachers
to contend with.

As you can see from I'able 3, these types of problems exist primarily in the
towns of Newport, Middletown, Portsmouth, and North Kingstown.

In those towns an estimated 7,000 students will be aftected, ranging from
an estimated portion of 209, up to 50% of the school population. Teaching
positions affected in these four communities might be as high as 350, which
amounts to a potential income loss of $3,200,000. The overall annual loss
in federal impact aid to these communities will be about $2,500,000 out of

Approved For Release 2005/06/06 : CIA-RDP75B00380R000700070001-1

L]



Approved For Release 2005/06/06 : ¢JA-RDP75B00380R000700070001-1

a total loss to Rhode Island of approximately $3,500,000, again based upon
current available data.

In addition, the towns have had to build new school facilities—either new
structures or additions to old structures—to provide for the impacted aid
‘children. They were paid for, ouly in part, by Public Lawsg 815 Funds. The
children will be gone, but the buildings will stay, and the bend issues which
were needed to finance the new construction still have to be paid even though
the facilities will be in part, unnceded. See Table 4 for the status of educational
bond issues.

In summary Rhode Island will still have many children of former federal
employees to edueate, and very little of the federal £dnds needed to accomplish

that task.
HOUSING

Tle houging situation is extremely complex. Former federal employees and
military personnel who wish to move and to sell their house are facing a
risk of some very substantial losses on their housing investment,

Although there are ftederal programs supposedly designed to soften the
impact of the loss of value, there really does not appear to be any indication
that the federal government has developed a system in Rhode Island for
measuring the loss of value in housing to federal employees brought about
by the naval withdrawal.

The problem has further aggravated the problem federal workers remaining
in Rhode Island have, cither obtaining mortgages or preventing foreclosures
on their homes. ’

This impact on federal cmployces extends to the construction trades where
there will be even greater unecinployment as the result of the drop in new
liousing congtruction.

The focus of these housing problemsy, as outlined in Table 5 will be chiefly
in the Newport and Jamestown areas.

RETAIL TRADE

Within these communities, several business scctors will be particularly
hard hit—retail trade and services. ’

According to a Chamber of Commerce impact survey in Newport, of only
126 businesses surveyed, there were indications that 74 will go out of business,
615 full-time losses in jobs, 392 part-time losses in jobs, local taxes lost—
$408,541,

Impacts such as these on local business will mean that there will be a
significant loss of federal funds to aid small businesses. The federal govern-
ment does not appear to be too willing to aid small businessmen who have
few.long range prospects.

. The Newport Chamber of Commerce statement indicates that there is some
expectation that from 30 to G0 percent of borrowers of approximately $5.5 mil-
lion in Small Business Administration loans are expected to default.

The impact on the retail sector will in turn have a detrimental impact on
private sector employment in those areas and on the level of tax revenues
produced by those businesses. This brings me to another aspect of the impact
of the cutbacks—the impact on local and state finances.

STATE AND LOCAL FINANCES

The losses of federal wages and salaries, federal education aid, and home-
ownerships by federal and naval employees will have a counter-productive
impact on state and local finances.

We will have less revenues at a time when there will be a greater demand
for more services for former federal employees and their families.

KEducation costs make up 39 percent of the state budget and more than
sixty percent of many local budgets. The property tax, the sales tax and the
stateincome’ tax are the chief sources of revenues for those costs.

At a time when the state has been estimated to lose from as much as $20
million to as a little as $2.5 million in tax revenues and at a time when loeal
property tax revenues may possibly drop in impaected communities, the federal
government will also be withdrawing its substantial finaneial support for
impacted aid, as the result of the navy losses, and for the housing, as the
result of Iousing and Urban Development Department cutbacks.
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As a state, Rhode Island ds willing to do all it can fo help former federal
cmployees, however, our response will be limited by our financial capabilities—
and that capability has been severely limited by the actions of the federal
government,

The extent to which Rhode Island will be able to respoad to the problems
of federal employees will be a function of the amount of aid that the federal
government is willing to commit to the state.

First, the state wiil require significant additional financial commitments
from the federal government for manpower programs, for fechnical agsistance
programs, for economic development programs, for education and other social
service programs. To date, under the administration’s special revenue-sharing
strategy, we, like the other New England states, have only received cutbacks
in those programs.

Second, we will need significant individual aid for federal employees.

Third, we will need a commitment by the federal government to cut red
tape required to get the programs started in Rhode Tsland for economie
recovery.

Allow me to elaborate on :those points.

CRISIS MAY BE AN OPPORTUNITY

The Chinese use two symbols to describe the word crises—the symbol for
danger and the symbol for opportunity. While there is nc doubt that Rhode
Tsland and its federal employees are facing a significant economic danger,
this crisis also presents our state with some opportunities—an opportunity :
to diversify the state’s econdmic base, to mobilize community interests to work
together more effectively, to attract new firms by a surplus of skilled workers,
and in short, to develop the state’s economy in new directions in a coordinated
manner.

How can this view be reconciled with predictions of a disaster? Recovery
is possible under certain conditions. Those conditions are: reuse by the
state of the naval base, additional monetary assistance for manpower training
programs, and additional monetary assistance for public works predeveloped
projects and to maintain purchasing power in the state.

Fulfilling these conditions depends, in large part, on federal government
action. State government cannot decide the disposition of federal land. State
govermment does not have the funds necessary to finance the needed training
and public works programs. Rhode Island does not even have the option of
transferring depressed area assistance funds from one part of the state to
another as the entire state must be considered depressed.

FTEDERAL COMMITMENT TO DATE

Clearly, since the unemployment problems resulting from the closure of the
bases is in addition to existing uwnemployment, more than existing federal
funds will be necessary. However, the federal responsc so far has not been
too encouraging.

The total National Department of Tabor bhudget request has decreased by
$1.4 billion for FT'Y-74 becauise of the “improving economic situation” and re-
duced unemployment nationally, according to Secrctary Brennan in testimony
before the IHouse Appropriations Subcommiitee. The cccnomic sitnation he
cites does not hold true for Rhode Island. Under the circumstances, it would
seem logical that Rhode Island receive a larger share of the cut-back funds
because of its new hardship. The Department of Labor’s Regional Manpower
Administrator has asked my office for “an estimate of the total manpower
resource level which will ‘be required to ameliorate the specific effects of
defense reductions.” He added, “Ilowever. it should be emphasized that no
ndditional resources should be expected for this purpose.”

This statement clearly indicates that Rhode Island, a high unemployment
state, should reallocate insufficient and reduced funds originally intended to
assist an existing condition, and redirect a major portion of those dollars to
meet a new federally imposed crisis. Federal “assigtance” of this sort is tanta-
mount to “pouring salt in the wound.”

We have recently received assurances from the Seertary of Defense that
“overything possible will be done to assist the affected local communities, as
well as Defense employees, to overcome the ncgative impact of these realign-
ments.”
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Ilc said: “In the interim period, manpower, small business and homeowner’s
assistance resources are being mobilized. In addition, the Office of Management
and Budget will be available to assist the impacted communities.”

The Sccretary of Defense promised that all efforts will be made to locate
Rhode Island civilian employees in employment in militavy facilities in other
parts of the country. .

While we are encouraged by those promises and by the spirit of coopera-
tion shown by staff officials in the DOI¥s Office of Kconomic Readjustment,
we have yet to see an actual result from those promises.

We need finanecial help from the ederal government, not just good wil.

We need at least $20 million in Manpower Development and training and
Kconomie Opportunity acts program to help retrain federal employees and
related private sector employees for jobs.

We need over $200 million in public works funds to spur the state’s economy
and provide jobs for unemployed federal workers in the interim before new
industries can be brought into the rcconverted maval bases.

We need at least $5 million immediately in manpower funds, and $1 million
in technical assistance funds to get our reconversion eftort underway before
cmployees are released. R

We need to have the Navy lands made available to us withouf delay and
without excessive red tape.

From the Congress, we will nced changes in existing legislative authorities
which would allow more generous pension benefits to young federal employecs
losing their jobs in high unemployment areas guch as Iihode Island; allow
federal workers to carry their pension rights into new jobs in the private
sector; allow federal workers to contiue to receive federal health benefits
until they obtain new jobs; allow impacted aid for education of the children
of unemployed federal workers to continue for at least two years after the
federal base closings; allow existing programs for econmic and urban develop-
ment to be infegrated into one bloe grant frce of cumbersome guidelines for
our state; and allow the definition of disaster aid in federal aid programs
to include unnatural disasters such as base closings.

Mr. Chairman, Rhode Island needs the help of the Congress and in par-
ticular, the help of this Subcommittee. Any pressure your Subcommittee
could bring to bear upon the federal bureaucracy to help Rhode Island will
facilitate the State of Rhode Island’s efforts to help federal workers hit
by the naval cutbacks.

TABLE 1.—IMPACT OF CASE CLOSURES
PRIMARY IMPACT

Base Civilian Military Total
JOBS
Quonset . .. 4,360 4,217 8,577
N WOt e e e 725 13,162 13, 887
Total. el 5,085 17,379 22,464
PAYROLL
UONSBE - oo e ea $63, 200, 000 $29, 154, 000 $92, 373, 000
ewport___. . 22,132, 000 91,118, 000 113, 250, 000
Total 85, 351, 000 120, 272, 000 205, 623, 000
SECONDARY IMPACT
Rhode Jsland Rhaode Island
egion State
JODS e 20, 900 16, 900
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TOTAL IMPACT

Civilian Military
Jobs lostin Rhode Island - o oo e e m e 22, 000 17, 400
UNEMPLOYMENT INMPACT
Current Prajected
Unemployment 23,700 43, 000
Lahor force_ __ . 409, 000 406, 9G0
Rate (percent). 5.8 i1
RHODE [SLAND BURDEN OF MILITARY CUTBACKS, 1973

Civilian Military Total

Net joblosses:
NatiONWIC . - o e e oo e o eman 26, 200 16, 600 42, 800
Rhode Island_ .. ____._____________ 5, 100 17,400 22, 500
Rhode Island as percent of national - .. e aeiaumeameiccmoanan 53

Source: Rhode Isiand Economic Renewal Coardinating Center.

TABLE 2—ELIGIBILITY FOR RETIREMENT OF NAVAL CIVILIAH WORKERS

Discontinued
Base Optional t service? . Total
Quonset (Percent) oo e e en ’ 10 30 40
Newport (percent). .

15 15 30

1 A worker is eligible for “‘aptional” retirement benefits when he has reached the age of 55 and has 30 years of sefvice
Benefits range from 55 to 80 percent of salary 3 i

2 A worker is eligible for “discontinued service’' benefits when he has either: a. 25 years of service at any age; cr b. 20
years nsfsservice at age 50. Benefits are hased on the “‘optional’’ retirement range, but are reduced 2 percent for eath year
under

Source: Federal Givil Service Commission.

TABLE 3.—IMPACTED AID STUDENTS

{mpacted aid
i students as
Impacted aid percent of

Cummunity Total students students total students
4,916 2,602 53
6, 268 1,947 31
7,290 3,345 46
3,850 1,496 39
O - - e 22,324 5,390 2

Note.—These figures incluce impacted aid students whose parents work at the Davisville CB Base, which is not being
shut down, and the sections of the Newpert facilities which shall remain, They comprise approximately 14 percent of
impacted aid students.

Source: R. |. Department of Education, Division of Research Plaaning and Education,
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TABLE 4.—OUTSTANDING DEBT ON SCHOOL BUILDINGS IN FEDERALLY IMPACTED COMMUNITIES 1

Outstanding Pupils
. o Bonded

Communities Building indBbtedness Total  Federal Percent
Middletown. __.__..__.. 1. F. Kennedy Elementary__.__.___... $195, 000 600 600 100.0
High school - 810, 000 1,200 360 30.0
Middle schoof . oo 2,295, 000 1,100 550 50.0
Total e 3, 300, 000 2,900 1,510 ...
North Kingstown2.______ Davisville Junior High_.____._._____._. 975, 000 1,061 615 53.0
Adm, Hoskins Elementary _ . 435, 000 553 535 96,7
High school ____._.__.. 2,795, 000 1,925 610 317
Forest Park Elementary__ 170, 000 450 180 40.0
Hamilton Elementary ___ 175, 000 450 112 25,0
Quidnessett Elementary__ 892, 500 398 131 33.0
Quonset Elementary_____ - 270, 000 547 522 95.0
Stony Lane Elementary_ ___________._ 807,500 412 185 45.0
Total o el SN, 6, 520, 000 5,79 2,830 ...
Portsmouth ... ... Middle school .. ... __._._._.. 4, 580, 000 1,230 367 30,0
: High school___. .. 714, 000 957 145 16,0
Melviile Elementary _ 325, 000 340 299 88.0
Hathaway_ _.._.__..._ 440, 000 472 119 25.0
Coggeshall elementary__________ "7 70,000 282 58 21.0
Total . e e 6,139, 000 3,281 997 ...
Newport. o oocomeeenns Sullivan Elementary__..___.___.._._. 120, 000 459 219 48.0
Rogers High - 904, 000 1,834 132 7.0
Thompson Junior High 1000, 00 1,185 334 ©28.0
Total ... 1,124,000 3,488 685 L ...
Jamestown ... Jamestown Elementary_______.____... 500, 000 550 129 23.5
Total for five cOMMUNItIES . oo e 17,583,000 16,015 = 6,211 ____._....

1 Only those buildings included on which there is outstanding debt and in which are housed significant numbers of
federally related pupils,
260 percent of federally impacted students are from Quonset related famifies.

TABLE 5.—NAVY-RELATED FAMILIES IN NON-NAVY HOUSING, SELECTED COMMUNITIES

Navy personnel Naval civilian

Community families  workers families Total
JamES oW . e e 96 60 156
Midaletown e 918 290 1,208
Newport._ 935 698 1,633
North King 1,322 523 1,845
Portsmouth .. 815 211 1,026

L 4,086 1,782 5, 868

Source: R. I. Department of Community Affairs, Housing Assistance Section.

TABLE 5A
Estimated Projected
Families of Families of number of percent
Navy military Navy civilian departing Total number . increase
Community personnel workers families of families in vacancies
Jamestown . 96 60 75 1,153 6.5
Middletown.. .. 918 290 775 5,873 14.4
Newport 935 698 800 10, 687 7.5
Nortl ) 1,322 523 800 6,778 11.8
Portsmouth_._____...... 815 211 700 4,073 17.2
4,088 1,782 3,150 28,068 ...

SOURCES

1. Rhode Island Department of Community Affairs, Housing Assistance Section.
2. Prorated from previous columns by taking appropriate RIF percentages for West Bay (0.56 and 0.85) and East Bay
(0.83 and 0.13) communities, and assuming that 10 percent of affected civilians would move.
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TABLE 6.—NAVY-RELATED FAMILIES IN NON-NAVY HOUSING AS PERCENT OF TOTAL FAMILIES, SELECTED
COMMUNITIES
[Percent]
Navy personnel Naval civilian
Community families  worke-s families Total
Jamestown .. oo 8.3 5.2 13.5
Middletown___ 17.1 5.4 22.5
Newport____ 8.7 6.6 15.3
Nerth Kingst 19.5 1.7 2.2
Portsmouth_.._. 20.0 5.2 25.2
Total AVErage. —ueecwomccacccammermmmnmmmmee = 14.0 7.0 21.0
Source: R. §. Department of Community Affairs, Housing Assistance Section.
TABLE 7.—SBA LOANS IN NEWPORT COUNTY
Number of
Location borrowers Amount
NOWPOM - - o eecme o mmmd A mmmmeesesoes s sassmesessmnssssooss 66 $2, 908, 490
Middletown. 20 989, 207
Portsmouth_ 15 780, 300
THVERtON - - - e ccee e e 6 791, 500

Total Newport County 107 5, 469, 497

source: R. 1. Economic Renewal Coordinating Center.

TABLE 8.—SBA LOANS IN EAST GREENWIGH, AND NORTH KINGSTOWN

Number of
Location borrowers Amount
East Greenwich......co.x 11 $546, 300
North Kingstown 14 384, 300

TOML e e e m o mm et m e oo 25 930, 600

Myr. Danters. (overnor Noel, I want to compliment you on a very
fine, detailed statement. I think you have presented a very, very
clear picture of the economic problems which you face in your
State and its local communities, as well as in the triState area.

I read your statement carlier this morning before coming to
this hearing and I was very, very much impressed by it.

1 note that you say you were advised of the closing of the Quonset
P’oint and the Naval Air Station on April 16, 1973. Was that the
first time that you were apprised of the Department of Defense in-
tention to close these facilities?

Governor Norr. Yes; I am glad that you asked that question, Mr.
Chairman.

I don’t wish to prolong these proceedings but I would like to re-
spond in order to point out the seriousness of this lack of a working
relationship between the administration in Washington and the
administration of State government in the several States.
~Before becoming Governor in January I was mayor of the city of
Warwick, which, by the way, is the city in which the greatest single
number of Federal employces reside who will Jose their jobs.
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In other words, there are more Federal employees losing their jobs
who live in Warwick than Federal employees who live in any other
city or town. The State airport is located in Warwick and we have
problems with noise pollution and lack of expansion capability
because of the residential and industrial development around the
site of the airport. )

It has been suggested for 2 or 8 years that the city administration,
of which I was the mayor, explore the possibility of moving that
airfield from Warwick to Quonset Point where they have a very
adequate air station,

In order to deal with those suggestions we contacted people of
high authority in the Naval establishment, and this was less than
2145 years ago. They gave us assurances. First of all, they said that
they could not mix private and commercial passenger traffic with
military air traflic because of military security considerations.

Secondly, they told us that Quonset Point was one of the most
important naval installations on the eastern seaboard of this country
and that it would forever play a vital role in the national defense
of this country and that in their opinion this base would be there
forever. That was 215 years ago.

Flection as Governor and with the knowledge that there were
going to be military cutbacks we began to open communication with
the Department of Defense but they never shared any of this in-
formation with us. They never gave us an indication, not even the
slightest indication, that we would be hit with curtailment and
closures of this magnitude and we never really got any direct
answers.

As a matter of fact, the news was on the street and in the media
before the Governor of the State of Rhode Island received official
announcement of the closures and the cutbacks,

-Now, I just came in from the National Governors Conference
and I will tell you how the Governors of this Nation feel. I had
unanimous support bipartisan support, by all of the Governors
of this Nation for a resolution that, among other things, called for
some new working relationship between the administration and the
Governors of these 50 States so that when cutbacks and closures
of magnitude were going to be effected that there would be some
preplanning done between the Federal administration and State
governments so that we could begin to prepare to handle the prob-
lems of people that would be severe and adverse as a result of
closures of this magnitude.

Lvery Governor in the country supported that resolution.

Mr., Daniers. I think yon are absolutely correct.

Governor Nozr. That is a long answer to your question, Mr. Chair-
man.

Mr. Danters. Noj I think you are absolutely correct in feeling
that way and the other Governors sharing your opinion. I am quite
sure, with the winding down of the war in Vietnam and Southeast
Asia, that this Defense Department did not come to-a rapid de-
cision to close down Quonset and the other military installations in
various other parts of the country.

This must have been in the planning stage for some period of

99-673—73——9
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time and the Federal Government should have taken public officials
whose areas were affected by their proposed action into their con-
fidence so that they might adequately and properly prepare for
what would naturally be expected, such as layoffs, the effect upon
the education system, the effect upon the econcmic status of the
employees, not only with respect to their jobs but with respect
to the homes that they bought, mortgages that they are obligated
to pay, and also those who desire to move so that they might make
plans if an opportunity presented itself to quit the job before the
actual ax fell on them.

Governor Norr. Again not to take up too much time, but I had
to submit the State budget, which is in excess of $350 million, by
the middle of February under the State constitution. Had I been
given at least some preliminary indication of the magnitude of
civilian job loss T would have had ample time within which to alter
the priorities of some of that spending so that our State would be
better prepared with our own funds to help some of these people.

That is how critical a good working relationship between the Fed-
eral Government and the State government is as these base closures
take place throughout the country. :

Now it i3 too late to develop critical working relationships to help
our State but it is not too late for that kind of policy to be incorpo-
rated into this system te help other States that may be facing prob-
lems of similar magnitude in this area in the future years.

Mr. Daxtnrs. The first notice you had of the intended closing
came to you in April. T imagine you must have been extremely
shocked and surprised by that action.

Now, since that time have you been in communication with the
Department of Defense as to what aid and assistance they plan to
give Rhode Island and these unemployed workers?

Governor -Norr. Yes. Of course, there has been some change in
leadership there and that hasn’t helped us.

Mr. Danigrs. There have been quite a few changes taking place
and quite a few more will be taking place.

Governor Nozw. It is now difficult to tell the players if you have
the scorecard. But out of Tairness, we have had some positive co-
operation from the Department of Defense, the Office of Economic
Adjustment. We are working with a gentleman named Mr, Ruane
from that office, who has been very cooperative and very helpful
in this way.

They brought their people from Washington to Rhode Island.
They have been on the military bases. They are ccordinating their
efforts with our own task force that we have established in my
office. They are very enthusiastic and their words are words of en-
couragement,

Whether or not we will get meaningful help through that agency
is anybody’sMguess. In other words, if you take at face value their
statements, Mr. Chairman, then perhaps we are going to get some
serious help.

They have been cooperative. T cannot say that they have not.

Mr. Danrers. Has anything specific been done ?

Governor Noer, N o, sir.
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Mr. Danters. How many employees were affected by the closedown
at Quonset and the removal of the destroyers from your area?

Governor Nozr. In rough figures, 5,000 civilian military employees
will lose their jobs, but in addition to that over 17,000 military peo-
ple will be moved out of the area. '

As a result of the move of 17,000 consumers and purchasers of
goods being transferred permanently out of that State, there will
be a resultant further loss of civilian jobs that wé estimate could go
as high as 20,000 or movre.

It is hard to get a handle on that secondary civilian job loss
factor. We know the exact number of civilian military employees;
5,085 civilian jobs will be lost; 17,379 military people will be
curtailed.

By the way, Mr. Chairman, we have sustained a greater loss of
military personnel in Rhode Island than the whole United States
will sustain because most of these people are being transferred else-
where. 1t is not that the numbers of military people are being re-
duced. But the total is 22,464.

Mr. Daxters. Let me touch a matter that you haven’t commented
about bub in which I am very much interested.

How do you feel about special revenue sharing with regard to
manpower.

Governor Norr. I don’t think there is any secret, Mr. Chairman,
none of the Governors are pleased with what we see developing in
the special revenue sharing area of manpower.

Mr. Daxiers. You are aware of the fact that the Economic Oppor-
tunity Act as well as manpower development and training expire
on June 30 of this year?

Governor Nour. Yes; I have a telegram on the President’s desk
urging him to sign the joint conferees’ version of the EDA.

Mr. Danrers. That is a different bill. That comes up on the floor
of the House next week, I believe. I am talking about the Public
Service Employment Act.

Governor NoeL. Yes.

Mr. Danirrs. Technically known as the emergency employment
and popularly known by a good many people as the PEP program.
That expires on June 30. That law was enacted 2 years ago which
gave the Federal authorities and State and local governments the
opportunity to put people to work in public service employment,
people who are out of work, on welfare, and also to enable States and
local communities to provide needed public services which they
were unable to provide because of their budgetary problems.

Governor Norr. I worked with that and through that program as
may(ir of the city of Warwick, which is a city of about 90,000

eople.

P But in direct answer to your question, Mr. Chairman, my posi-
tion on the President’s program right now Is this: Frst of all, T
don’t think it is going to fly. It is pretty obvious that it is in serious
trouble in the Congress.

Secondly, there was not an adequate programmatic way to make
the transition assuming that the New Federalism concept was going
to fly. So that right now I prefer a continuation of every Federal
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program that we have. I think they should be reenacted into law,
those that are expiring, and that they should be fully funded be-
cause there is a tremendous gap.

Mr. Dawirrs. The administration is absolutely opposed to the
extension of the EDA program.

Governor Norr. And I am absolutely opposed to the administra-
tion’s position.

Mr. Daxters, Mr. Kolberg, Assistant Secretary of Labor in charge
of manpower, with whom I had some informal discussions last week
and sometime prior thereto, stated that he proposed to go ahead
with special revenue sharing with regard to manpower after July 1.

I don’t know by what authority or law he proposes to do it but
this is the attitude. It is an attitude of arrogance. This administra-
tion has been too arrogant in some of these aress and has been cold
to the problems of the people. The people’s wishes have to be taken
into consideration.

Governor Nokt. I can say amen to that. President Nixon’s people
were out at the Governor’s conference in Nevada. T made this ob-
servation. The concept of New Federalism makes some sense.

In other words, the bait that they hold out to Governors and to
mayors and county chairmen is that “We are going to transfer
responsibility to your level where you are better able to prioritize
and you are better able to design programs to meet the need that
exists as it exists at that local level.”

That is the bait that they are throwing out to the Governors,
the mayors, and local government leaders. It makes some sense, but
the strategy, if they have one, of trying to get from where we are
now to New Federalism doesn’t make any sense because these tre-
mendous gaps and voids exist.

If you are geared up as a State to provide a service to people
and all of a sudden the funds are impounded or curtailed so that
that service delivery system is allowed to disintegrate and then if
10 months later, 15 months later, 20 months later some new alter-
native comes on line, it is too late because you have allowed your
service delivery system to be desecrated and you are no longer
capable of delivering the service even if the money comes down
the line, so then there is a great lag-time problem, a great waste of
money, to reestablish the service delivery system.

So there is no sensible programmatic” stratecy to get from the
categorical grant programs we have now to the new federalism.
That is one big failing. The second failing is in the design of the
programs themselves.

T make this observation. If they are trying to transfer responsi-
bility from the Federal level to the State and local levels, then they
should take direction from the governors and the mayors of this
Nation as to what those programs should contain.

Now, they haven’t done that. In the manpower revenue sharing,
for example, in a State like Rhode Island, which is a city State,
fewer than a million people, if we are going to have a sensible man-
power training program under manpower revenue sharing there
has to be one central authority to do the planning and the program-
ing, and if they are going to be delivering funds to cities of 100,000
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or more in a State of that size where the ‘demo%raphics of the popu-
lation are that they are all people around one-t ird of the real estate:
in that tiny State, it doesn’t make any sense.

So the programs are not being devised or designed by people:
that have knowledge of what it is all about back at the State level.-

Mr. Daxters. Their attitude on that point is that the local mayor-
is more familiar with the problems in hiscommunity, he is responsi-
ble to the people of the community, and therefore he should have-
the say as to what is best for his community.

Now, I have disagreed with that philosophy over the past 2
years and that is the reason why a new manpower bill has not been
enacted. We merely extended the law last year for 1 year, to June
30 of this year, and it is about_to expire ri%ht now. As far as I
am concerned, as chairman of the Select Su committee on Labor,’
special revenue sharing is not going to go into effect. :
* Governor Norr. I will give you another arrow for your quiver,

Mr. Daxurs. Let me go a step further. I have taken this position:
T feel that the Federal Government ought to establish certain stand-
ards and guidelines for the Governors, and if we are going to per-’
mit prime sponsors to be communities of 100,000 population, they-
likewise should need some. guidance and advice as to how the pro-
gram should be set up. '

I am in favor of the decategorization and also the decentralization
of these programs, but the Governors and the local officials need
some help and technical assistance as to how these programs should-
work. :

“In addition thereto, there should be some accountability, not just
merely giving a report at the end of the year which is advertised:
in the newspaper and says this is how we spent that money. That
money could be spent very, very foolishly, and I know in any
State it is largely nepotism in some of these programs which should
be eliminated.

If your Congressman, Mr. St Germain, Congressman Daniels
here, and my good friend, Mr. Hogan, support programs like this
and then the program results in a great deal of waste and a lot of
foolishness is taking place, the next time we come before the people
to be reelected we are going to go down the drain, too, just like the
program. :
- So, T wonder if you concur in my idea of establishing guidelines
and standards by which, regardless of what name you call it, special®
revenue sharing or anything else, an accountability is made part of
the program.

Do you agree with that? e .

Governor Nowr. I absolutely do because T think, having been a
participant in the National League of Cities and U.S. Conference:
of Mayors for 6 years, I can tell you that the expertise does not
exist at the city and town level in every city and town throughout
this Nation so there has to be accountability.

Otherwise it is an act of irresponsibility to send out that money.
Here is another arrow for your quiver. Under the proposed man-
power revenue sharing a city of 100,000 or more or a combination of
communities that would result in a 100,000 population factor or more
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would be eligible for direct bloc grants from the Federal Govern-
ment, bypassing the State Government. .

Just think about the tiny State of Rhode Island. We have eight
cities. Seven cities are contiguons. In other words, there is no county
government in Rhode Island. Every square inch of the real estate
of that State is incorporated in one of the 89 cities and towns. Seven
of the cities are contiguous so that for example, Providence, War-
wick, and Cranston could combine and get a direct bloc grant,

Providence wounld .get a direet bloc grant. The northern com-
munities of Woonsocket and Central Falls could combine and eet
a direct bloc grant. Everybody would be in the manpower training
business, with no coordination, and there is only one lahor market
in the entire State of Rhode Island. You ean live anywhere in that
State and work anywhers else in that State because we have the
transportation capacity and because the size of the State is such
and the population demographics are such that it is all one labor
market,

Now, how can it make any sense to have two, three, or several man-
power training programs going on in that State at the same time
without any central coordination, That would be a colossal waste
of the taxpayers’ money.

That is one of the deficiencies in the proposal. That is why I
say they are not taking direction as they draft these proposals from
the people that live and work back at the local level who have knowl-
edge of the peculiar characteristics of their State and the people in
their States. :

That is why T can’t support the programs as they are evolving,
although the concept makes sense.

Mr. Dawirrs. What specifically do you feel that you need should
it come to your State immediately in order to alleviate the problem
you testify about this morning?

Governor Norr. Our prime concern ever since this announcement
is_and has been the ‘5,000 civilian wilitary job holders who are
scheduled to lose those jobs, and what we need right up front is
some serions manpower training and retraining money so we can
start to develop immediately the capacity to traln those people for
other job opportunities either that already exist or that will exist
as we attract new industrial activity to that State.

One of onr serious problems is that we are losing the spending
dollars of 17,000 military people, so our recovery problems are
very nunique.

We have to have the capacity to train and retrain the 5,000 civilian
military job holders as well as other broad segments of our com-
mumity in order to bring industry and business to the State in order
to gain an economic recovery. So that we need that money up front.

Mr. Hocan. Would you yield?

Mr. Dawtrrs. T yvield to the gentleman from Maryland, Mr. Hogan.

Mr. TTocan. Governor, we appreciate your coming here today to
@ive us the views of the problems which we all sympathize with in
Rhode Tsland.

A few things in skimming over your prepared testimony and
listening to your oral testimony occur to me. Do you know of any
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plans on the part of the Tederal Government to declare any of this
geography surplus_that they are now vacating?

Governor Norr. No; only that former Secretary Richardson indi-
cated and Navy Secretary Warner indicated that some of the real
estate and facilities  would become available but nothing specific
has been decided. They haven’t made any decision.

Mr. TTocax. It would seem to me that a possible agssistance to you
in this effort would be to either acquire some of this surplus property
or lease some of the vacant buildings from the Federal Government
for purposes of attracting industry, even if the Federal Government
won’t dispose of them.

Flas this been worked into your program?

Governor Nogr. Oh, yes; we have already made a very detailed
analysis of every square inch of property that the Navy owns. We
have an analysis and an appraisal of every building, of the rail
sidings, the deep water port facilities, the sewage treatment capa-
bilities, the amount of water that is available, electric power energy.

We are ready to go in a reconversion program of all of those
properties should they be made available. We have already received
and have cataloged several hundred inquiries from private sector
industry and business so that if they would make those facilities
available to us, not the regular GSA route which takes, 10, 15, 20
years and you have to use 1t for a wildlife sanctuary first or what-
ever, but if we get some real help, in other words, they say, “Look
this is surplus property. We are going to turn it over to you for
economic development” then we will be able to help the people of
our State and these employees.

But so far that decision has not been made.

Mr. Hoeax. That would be one area where pressure could be ap-
plied to get them to make a decision. Even if they didn’t declare it
surplus, and I can understand that, looking toward the future, it
might be necessary to reactivate those bases so they wouldn’t want
to dispose of them completely now. However in the interim theﬁ
certainly ought to be agreeable to lease them to the State on suc
an arrangement where you could attract industry.

Governor Norr. Those kinds of decisions from ‘Washington would
be extremely helpful, extremely helpful. T can’t over-emphasize the
necessity. If they don’t make any of this real estate available to
us there is no hope for an economic recovery in that State and we
will have unemployment that will reach 11 percent, will approach
the levels of 1928 and 1929.

So that property has to be made available. If that isn’t done, just
send us a lot of welfare money.

Mr. HHogan. Running through the whole theme of your prepared
and oral testimony is a quite understandable irritation with the
agencies that you have been dealing with face to face in trying to
cope with the problems, but I think we ought to look beyond that.

T think, in a sense, these agencies are being unjustly blamed. The
reason we have these cutbacks is because the Congress has cut back
military expenditures in response to pressures from the American
people demanding that the military be reduced, and, ef course, the
wind down of the Vietnam war.
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While our military budget in dollars may nct be any less, the
efforts to try to create a volunteer Army has stimulated a great
many enactments by Congress of improved fringe benefits, higher
pay, retirement, and other amenities for servicemen to compete with
jobs outside the military. The military has been forced into this
posture of base closings because of what we in Congress have done.

So I don’t thinlk in a situation like this, while it is always tempting
to find a scapegoat to blame for it, to blame DOD. We all share
part of the responsibility and we all onght to cooperate in trying to
alleviate the burden on States such as Rhode Island that suffer so
much.

Governor Norr. T am not here to blame anybody and let me say
I agree with those people who said that the direction of this country
should be to develop our peacetime capabilities. We can’t continue
to want to make bombs and weapons of war to support this econony.

[ am a peace-loving man as you are and we expected that we as
a State would be asked to sustain some of the hurden of military
curtailment because T would like to see military curtailment as long
as it is in keeping with the first priority of a strong military capacity
for the defense of this Nation, but of the total military cutbacks
throughout this Nation the State of Rhode Island has been asked
to sustain over 50 percent and that is a State with fewer than a
million people.

We are going to lose more military personnel than the total
reduction nationally. They are not going to reduce the military
force by a number of personnel equal to the 17,000 some hundred
that are being taken out of our State, and those people being taken
ont of onr State do not represent an economic maove on the part of
the military because they are being transferred elsewhere.

They are taking Navy people from a State that has a 6 percent
unemployment rate. They are moving them down to States whero
they ave at 2 percent, and T talked to the Governors of those States
and they said,

We have spent milliens of dollars developing housing at the
request of the Navy to house Navv personnel. That; military housing
which renresents millions of dollars of investment is going to be
vacant while the same militarv people are moved to places in this
commtry where there is no adeanate housing for the numbers of
military peopls that are now there, lot alone the ones that are being
transfarred into the area. '

S0 that T believe in deferse reduction consonant with a capability
to defend this great Nation but I don’t agrec with the way it has
beon handled, and whv tell us that we have to accomplish this by
July-of 1974, Thet is Tess than 265 days from today. We are talking
about 5,000 people that: are being tossed out of jobs, another 17,000
In the private sector and related business and industry, in a year.

And try to help these people gain new employment and readjust?
It is tough. If they gave us 5 years to do it I would applaud the
program,

Mr. Hoean. That brings up a point.

Mr. St Germarn. Mr. Hogan, may I comment?

Mr, Hocan. Yes, Mr. St Germain.
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Mr. Sv Grrmain. Along with what the Governor said, we stated
all along we would be happy to accept our fair share of reductions,
but that which is occurring in Rhode Island is not a reduction. It is
a transfer. They are merely transferring the personnel and the ships
and the work from the air rework facility to other facilities. When
we look at that military construction authorization bill we find that
down in Norfolk they are asking for a pier $9.6 million. They are
abandoning two perfect piers in Rhode Island.

In the area of housing there is a $3 million barracks 50 percent

complete at Newport. Construction began during the period of time
that they wero studying the results of the study by the Naval Center
which is comparable to the Rand Corp. where they were recommend-
ing where the cuts should take place.
" The Secretary of the Navy over the past 2 years has signed
certifications for section 236 housing for military, special military
set asides in the amounts of millions of dollars were made for the
Newport and Quonset areas, sir.

When you are talking about economies, this is not in reality an
economy for perhaps 15 years to come because the monies are going
to be taxpayers’ money. Now, in the Navy and DOD, look at what
they are doing. All they are considering is the line items for the
Navy itself, but they don’t look into what it is going to cost to build
schools and build the housing, and to pay welfare, and the added
retirement benefits in these areas.

They don’t look at the fact they have $10 million in SBA loans
in the areas affected in Rhode TIsland, and close to 300 businesses
that they state will very likely fail.

One Iast point: The economic impact on the area wasn’t even
looked at. Mr. Ruane, who the Governor referred to did not come
into Rhode Island until 4 weeks after the April 17 announcement.
After spending a week there with the mayors and the Governor he
stated it is going to have a fantastic economic impact. They didn’t
even look at that, sir.

That is why we are concerned and that is why we ave irritated,
and T think justifiably so.

I thank the gentleman and the Governor.

Mr. ITocax. T might say to my good friend and colleague from
Rhode Island that in Maryland, while we have not sustained the
tremendous impact that Rhode Island has, we, too, have suffered
from the military cutback, and the purposes of the hearing are to
get views on H.R. 7731, which is an attempt to alleviate in some
measure the problems which are a fallout from this military cutback,

Governor, have you had a chance to look at that bill, FL.R. 7731¢
I so0, T would like to know if vou have any specific suggestions as
to how we might improve it and whether or not you think it would
be helpful.

Governor Noer. I am not an expert on this bill but I have reviewed
it. T read it on the airplane on the way down and I would like to
be better prepared.

- Mr. TToean. May I interrupt you at that point. Could we get a
letter from you, for example, after an analysis of the bill, telling

o
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us how we might improve it or what your views on it are after
you and your people have had a chance to study it%
Governor Noer. I will send that directly to you, Mr. Congressman.
[The following letter was furnished:]

STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS,
Providence, R.I., June 29, 1973.
Hon. JEROME R. WALDIE,
Chairman, U.S. House of Representatives, Subcommittce on Retirement and
HEmployee Bencfite of the Commitice on Post Officc and Civil Service,
Cannon House Office  Building, Washington, D.C.

DeAar Mr. WaLpie: On June 8 when I appeared before your Subcommittee,
Congressman Daniels requested a detailed analysis of HT7731. The bill is de-
signed@ to aid federal employees in their transition from employment in a fed-
eral agency to other suitable employment, when that employee is fully or
partially separated from such federal employment because of the cessation
of activities at, or a transfer of activities from, a facility of that agency.

To achieve these ends, the bill H7731 establishes: 1.) Readjustment allow-
ances; 2.) provisions for job training and counseling; 3.) payments related
to training and relocation; 4.) redefinition of early retirement, and 5.) pro-
visions for the extension &f federal health benefits. Clearly, these additional
benefits would be of great tise to many of the naval civilian workers currently
employed at Quonset and Newport Naval Bases in Rhode Island when activi-
ties at those bases are partially or totally cartailed in FY 1974, as the Navy
has announced.

I support the purposes;of the bill and the programu established in the
bill. However, I believe some changes in the bill would make these programs
even more helpful to the affected workers.

First, even though most! workers wouid be covered by the benefits of this
bill, I am concerned with those workers left out of the benefits provided in
this bill. :

1. Specifically, Bection 8001, Subsection 1, defines employees in such a way
that personnel paid from non-appropriated funds are excluded from all bene-
fits of this bill. While these workers are not federal civil service employees,
they do work on the bases, often along with federal ecivil service employees,
and they will lose their jobs on the bases when these facilitis shut down par-
tially or totally. Since both categories of worrkers will be fired as a result
of the same base closure decision, and both work on the base, it is only fair
that they should receive similar benefits from this bill,

This revision is important to ensure that the bill really meets the needs
of workers affected by the base closures. At the Newport Naval base, workers
paid from non-appropriated funds who will lose their jobs outnumber the fed-
eral civil service workers’' who will lose their jobs. Consequently, omission
of any benefits to workers ‘paid from non-appropriated funds will significantly
diminish the effectiveness ‘of the bill in achieving its purposes.

To include such workers in all benefits of this bill, all that is necessary
is the insertion of the phrase “or by a non-appropriated fund instrumentality
of such agency” after the word “agency” in line 7 on page 2 of the bill. This
language parallels the language employed in P.L. 92-392, which ensures that
wage schedules for workers paid from non-appropriated funds are com-
parable to those for workers pald from appropriated funds.

However, since there ate some legitimate differences between these tweo
categories of workers, not all benefits of this bill should apply to workers
paid from non-appropriated funds. Specifically, these workers do not participate
in federal retirement or health insurance programs. Consequently, benefits
provided under Sections 8010 and 8011 should not apply to these workers.
To take this into account, the language of the bill should be changed further,
as follows: On page 2, line 11, after the word “employment”, there should
be inkerted the phrase “except that for purposes of Sections 8010 and 8011
the phrase ‘or by a non-appropriated fund instrumentality of such agency’
shall not apply.”

But the argument that :workers paid from non-appropriated funds should
not be recipients of retirement and health insurance programs to which they
did not contribute does not imply that they should receive no special benefits
or consideration from retirement and health insurance programs to which
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they did in fact contribute. Therefore the early retirement provisions of
Section 8010 should apply to workers paid from non-appropriated funds with
regard to that retircment program to which they do contribute—programs
tunder the Social Security Act—and language to that effect should be added
to Section 8010. Likewise, a comparable extension of health benefifs pro-
vided in Section 8011 for civil service workers should apply to workers paid
from non-appropriated funds with regard to the health programs to which
they contribute, or a federally-subsidized substitute, and language to that
effect should be added to the bill. Therefore, to ensure that workers paid
from non-appropriated funds are treated as equally as possible as civil service
workers, I urge these changes in the bill

2. Specifieally, Section 8003, Subsection 2, subparagraph a requires that an
employee bas had “in the 156 weeks immediately preceding such total or par-
tial separation, at least 78 weeks of employment at wages of $15 or more a
weel.” That is, & worker must have begun work at a federal facility that is
being closed down at least 18 months before termination of his employment
at that facility. I believe that a worker employed for 77 weeks, as opposed to
78 weeks, will fail to appreciate any difference in obligatien to him by the
federal government on the basis of that week’s work, since the same decision
causes his problems as decisively as the problems of a workers employed
for 78 weeks. I believe all workers employed before the announcement of
the base closures have equal rights to benefits as the result of the closures
of the bases. Therefore I urge the deletion of Subscction 2, subparagraph a.
The same arguments apply to Subsection 2, subparagraph B and C of Section
8003. Instead, I would suggest that Subsection 2 should read as follows:

“(2) the employee has been employed prior to the announcement of the
tranfer of activities from a facility of an executive agency or the announce-
ment of the cessation of activities at a facility of that agency.”

3. Specifically, Section 8001, Subsection 10, subparagraph A requires that
an employee work less than a full-time week, in addition to earning less than
75% of his average weekly wage, to be eligible for a readjustment allowance.
In this case, two workers at two different jobs, both earning less than 5%
of average weekly wage, would receive different benefits depending on the
number of hours worked. I think that the worker employed 40 hours a
week will fail to see why he deserves no bencfits while a worker earning the
game as he should receive money benfits only because he iz working fewer
hours. The same argument applies to Section 10B. I urge the deletion of
Subsection 10, subparagraphs A and B of Section 8001 i

Second, T am concerned with the amount of benefits received by those work-
ers who are eligible. That readjustment allowance payments should be reduced
by the full amount of unemployment compensation and by a partial amount
of remuneration for services is understandable, since these payments are
related to eurrent work or lack of it. I fail to understand the justice of de-
ducting in full from readjustment payments “any amount of retirement an-
nuity which he (the employee) has received.” (Section 8004, Subsection D.)

This provision asks an older worker to finance his adjustment to another
job partially out of his own funds, while the younger worker need not. Given
the techniques of financing federal retirement benefits, these annulties repre-
gent savings: The federal government takes 7% of gross salary, sets up an
account for those payments, and pays annuities from that account. The
federal government pays money into the account only after the employee’s con-
tributions are exhausted. If the worker had placed 7% of his income into
a savings account, and then used those funds to help pay for his adjustment,
his adjustment allowance would not be reduced by the amount of his expendi-
tures from savings. However, since his savings are in the form of retirement
benefits rather than in a bank account, his readjustment allowance will he
reduced. Since no money from any other form of savings is deducted from the
readjustment allowance, it is unfair to single out this one form and penalize
the older worker for keeping his money in this form. Furthermore, the worker
who was not eligible for seme form of retirement, upon leaving federal em-
ployment, can withdraw the full amount of payments he made into his retire-
ment account. Since those funds are neither remuneration nor an annuity,
their expenditure is not deducted from a readjustment allowance. Only when
those funds come in the form of an annuity are they deducted. A worker
receiving “discontinued service” retirement benefits, a reduced annuity he ag-
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wepted only because the facility was closed down fully or partially, is un-
likely to see the justice of this arrangement, I urge the deletion of Seection
5004, Subsection D.

Third, I am concerned with the duration of benefits received by workers.
Section 8005, Subsections A and B limit payments of & readjustment allow-
ance to a period within 52 weeks of the separation of the employee from
federal employment. If the economic ecrisis striking Rhode Island were to be
substantially over within one year of the separation of employees, then this
limitation would be well-justified. However, if the experience of past base
closures is a reasonable guide, then 12 months after the base closes is when
maxinium impact hits, not when recovery is completed. In Rhode Island, eco-
nomie recovery will depend in no small part on reuse c¢f military base prop-
erty to provide new jobs in the State. The shortest transfer of such property
on record is nine to twelve months, and the typiecal case is a longer period
of time, which would be after readjustment allowances expire. Even if the
transfer of federal property were not a problem, there would still be prob-
lems. It could be argued that the requirements for counseling, training, and
placement assistance whi¢h are included in this bill would assure that some
other suitable employment would be found within a year of base closures.
This argument might apply for counseling and placement assistance for those
who would actually get jobs as a result. But we should not be over optimistic
about the immediate suecess of such counscling assistance. The State has not
had full employment sinee 1969, while the base closures of the mid-1960's took
place during a time of full employment. Furthermore, most adjustment in
the mid-1960’s took place through transfer of personnel to other DOD and
other federal agencies, which is not a significant option now. Furthermore,
Rhode Islanders are more unwilling than most workers to move out of the
region to get jobs, if the experience of the transfer of textile firms of the South
holds true.

For those who need training there is an even more difficult problem with
the one-year limitation. It cannot be assumed that a worker will begin a
training program immediately upon separation, particularly if he goes job
hunting as a first recourse instead. Now, some training programs last 26
weeks or more. If the worker began such a program more than 26 weeks
after his separation, then before the training program was completed, his
readjustment allowance paid in lieu of a training allowance would cease, caus-
ing a possible cut in the: level of allowance payments and a transfer of re-
svonsikility for training allowance payments to the trairing program’s agency
sponsor. Such funds would not necessarily be available and could cause cur-
tailment of the program or cause fewer programs to be started because of this
funding situation. Consequently, workers would have zn incentive to begin
training programs rather than to seek employment; and training program
sponsors would have incentive to produce the shortest possible programs
regardless of the need of the worker instead of the most efficient program
tailored to the needs of the worker. For all these reasons, I urge that the time
iimiéation on payments set forth in Section 8005 be extended to two years at
east.

Again, I wish to express my support for the bill as it would aid the federal
workers of the Btate of Rhode Island. My suggested revisions of the bill are
-intended as friendly amendments to ensure that the federal workers recelve
benefits that will meet their needs. This seems only fair, since meeting their
-needs is the object of the bill.

Rincerely,
PuItip 'W. Norr, Governor,

. Governor Norr. I would like to point out one thing, however.
I want to fix in your mind if T can, and you have been very, very
-cooperafive, the relative impact of these closures in Rhode Island.

. Wo know that Marvland has suffered or sustained a 1,000 job
loss as a result of military curtailment. Those are the statistics.
In Rhode Island the direct salary loss of the 17,000 military per-
-sonnel and the 5,000 Naval civilian workers is $205 million.

The total aggregate of wages and salaries paid to all Rhode Island
workers in every sector of private and public service is around
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$3.5 billion. We are going to sustain a direct salary loss of $220-
million and that could extend as a result of the further loss in
the private sector of in excess of $400 million.

Sir, that is over 10 percent of the total wage and salary paid
to all the people that live within the state. There is no state in
the Nation in the history of this country that has ever been asked
to sustain and to recover from that kind of an economic shock.

I say that without fear of contradiction. Never in the history
of this Nation has there been a military action taken that resulted
in the relative impact of the magnitude that we are asked to sustain
in the State of Rhode Island.

Sure, that is devastating. We are talking about unemployment
that could reach 15 percent. We are talking about a loss to the
total economy of in excess of $1 billion. We have fewer than 900,000
people and the total aggregate in salary and wage is less than $4
billion, so that I don’t want to sound like a crybaby.

We have had tough times before. But you tell us where this type
of cutback has occurred before.

Mr. ITocan. I understand your feelings, Governor. Of course you
have not been in office very long so you cannot be criticized for
what I am going to say.

Many of us, and I plead guilty on behalf of Marylanders as well,
have become so dependent upon the Federal Government, and par-
ticularly the military presence, that we don’t make an effort to
diversify our economies. That is why I was particularly pleased to
see in your formal testimony in which you point out the Chinese
symbol for opportunity is danger . . . and what else is it?

Governor NorrL, Opportunity.

Mr. IToean. Opportunity and danger, and in this crisis you have
opportunity. I think that is true, because this might be a stimulus
to diversify so that the state will not be so dependent upon the
military in the future.

Until redistricting, I represented an area where the only employer
in a certain town was the Navy and before this current cutback we
gustained other drastic cutbacks which had a disastrous effect on
the area. We have all shared in the problems created by these
cutbacks but perhaps not the with same kind of intensity falling
all at once as it did on Rhode Island.

The Navy was my number one employer until redistricting so
I am very familiar with and sympathetic with the kind of thing
facing you.

During the hearings the past few days there was some talk about
more advanced warning. There was talk of a 5 year phase out plan.
T don’t know if from a military point of view whether it is practical
to say that 5 years from now we are going to close a military base,
but apparently there seems to be a general consensus that there ought
to have been more warning.

But T added a caveat to that the other day. I know that Mr.
St Germain, being the dedicated Congressman he is, trying his
best to represent his constituents, if he had any advance notice
that those bases were going to be closed he would have gone to the
mat with the Navy Department to try to prevent it from happening,
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as I would in my area, so again we get back to the same point I
tried to make earlier. ) )

There isn’t any one panacea. There isn’t any one easy solution
to it, but I think what we in this Committee have to try to do,
within our own jurisdiction, something to alleviate the burden that
is on States such as Rhode Tsland.

Governor Nozr. I appreciate that. I will just clcse by commenting
on the bill that is before the Committee. I think the bill is fine as
far as it goes. Some recommendations would be more helpful to
us in our experience, for example, if the bill went a little further
and extended the eligibility period and payment period.

I say that because, (1) the crisis is not necessarily going to be
over for us in one year; (2) the State’s eligibility for extended
unemployment benefits limits the capability of this law to affect the
problems.

In Rhode Tsland, for example, this could only mean 13 weeks, not
52 woeeks, because we have recently because of economic problems
that we had before the base closures, extended the periods for people
to enjoy unemployment benefits.

In addition to redefining annuity eligibility, I think portability
of pensions is very critical and if your bill could address that
requirement I think it 'would be very helpful.

Mr. Dawniers. We wouldn’t have jurisdiction over that, but T might
say to you and our good friend, and good friend Congressman St
Germain, that Congressman Dent of Pennsylvania. who is Chairman
of the General Subcommittee on Labor, has heen stndying this
subject of pensions for the last 4 or 5 years. T understand they are
on the verge now of reporting out the bill. It is a very, very complex
problem. I believe there are about 138,000 different pension plans
in the private sector of our economy and they vary from industry
to industry. It is a very involved subject matter and they are taking
up this question of portability, vesting, insurance, and several other
important factors that are involved.

I know also that Senstor Williams of N. .J., as well as Senator
Javits of N. Y., have a bill that they worked out in the other body.
So we have all of these fine legislators working on this legislation.

I mention that to you now so you know that this is not a simple
thing to transfer a person from Federal employment into the
private sector. There are a lot of complications, a lot of problems
involved, and what you may do in one case may not work out in
the next case.

Various firms, for example, have different tynes of pension plans.
Some of these plans are very sound,. actuarially, but many others
are financially unsound.

So there are manv, many nroblems involved. T don’t know how
soon they will get aronnd to that, but von have a good point. Some-
thing must be done along that line to protect the American working
man,

Governor Norr. T am through with my testimony, Mr. Chairman.
I would like to thank vou.

T£ 1 could T would like to ask to testify briefly if you will allow

him, Mr. Dominick Montano, who is the president of the Quonset
Point Association.
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If the committee is interested Mr. Montano can tell you of the
plight of some of these employees as it is developing, the job oppor-
tumties that are developing for some of them, and some of the
problems that may be of direct relevance to the committee.

Mr. Ioean. I have no objection.

I would like to make a comment that we have been stressing
the bad things. There are some advantages to the employees that we
haven’t talked about here. I have a list in front of me here.

Employees 60 years old with 10 years’ service get severance pay
of $7,500 immediately, plus 30 weeks at $250 a week., With 14 years’
service he gets $15,000 severance pay plus the unemployment com-
pensation.

Then later he is entitled to an annuity of $150 to $160 a month,
Qo there are some things on the other side of the ledger in the
existing law.

Governor Noer. I am familiar with those, Mr. Congressman.

Mr. MoxTtaxo. Mr. Chairman, Dominick Montano. .

Along with being here as president of the Quonset Point Associa-
tion I am also the production department head in the Naval Air
Rework Facility where the largest employer on the station has
about 2600.

As was pointed out, on April 16 we heard over the radio that
we are being shut down and that was the first. It was like hearing
of a death in the family over the radio rather than somebody
coming and telling you.

We also were told that the base would be closed on June 30, 1974.
Towever, that is misleading. We are in the process right now. We
jssued a motice on May 31 that the base would be closed, the Naval
Air Rework Facility, in particular, would be closed, on May 1, 1974.
That was issued in order that people could file for this continued
service with that 50 and 20, and 25 years of service at any age.

Going over some of the statistics we have, it appears that 1t will
be in the vicinity of about 900 to 1,000 people that will be eligible
for optional and discontinued service retirement.

Tt was also planned that the issuing of the RIF notice would be
jssued on 1 July or close to it, which means then the employees
will he issued a notice for 60 days. So starting with the end of
August we will be letting out most of the people that are employed
there at the Naval Air Rework Facility.

Tn the meantime we are trying to establish positions at other
naval-air facilities around the country. We have received job oppor-
tunities for approximately 600 people. Positions accepted. as of noon
yesterday were 66 of them. Dositions offered and declined were
about 70. Some of these declinations have been where they came in
to accept the individual, and with only 5 days in which to answer,
they have a family, they have to get rid of their hotse, they have
to try to sell their house, and there is just not time enough for
them to do this.

Along with that there have been approximately 355 job offers
that have been made and the names have been sent out and no
confirmation has been received.
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Also there have been about 108 job offers out of the total of 600,
and no one is available to fill them. In other words, we do not have
the skills required to fill those particular jobs. In other words, the
numbers of people we have in those skills are not enough to fill
all of the job offers that have been made. .

Since the announcement or the memorandum that was issued that
the base wonld be closed as of 1 May, people have been coming in
now filing for their optional retirement and disqontinued service.
As of noon yesterday there were 600 retirements signed. There was
also 127 disability requests made out. These people are frustrated.
1t is pretty hard to pull up stakes after being at Quonset 30 years,
and go to another part of the country where the uncertainty of
finding housing facilities exists when the Navy is moving in there
and they are having trouble.

Up nntil April 16, we had been planning to take our share of
the cut, for June 80, 1974, we were going to get down to a ceiling
point of 2,085 people, which meant a loss of about 5 to 600 people.
There were no qualms about that. We felt we should take our
particnlar cut, but when we were told we were going to take the
entire eut, that has had a morale effect on the people of Rhode
Island. In the aircraft industry there aren’t any jobs in Rhode
Tsland =0 it is going to require an awful lot of training to get them
mto difforent types of positions.

Mr. Tloaan. T have no questions.

Mr. Daxters. T want. to thank you, Gavernor, for coming here
today and letting us have the benefit of your testimony and the
testimony of the memnbers of vour panel.

Governor Norr. Thank vou, Mr. Chairman. T hope it didn’t sound
too harsh. You know when the going gets tough the tough get
tougher sometimes. T may have come on a little too strong, Mr.
Chairman, the point is that we have the capacity to help ourselves,
and in something of this magnitude we need some extra help in
order to get it done. We will cooperate with you and the members
of your committee and the Members of Congress and with the
administration.

Mr. Dawters. Governor, T am sympathetic to the plight that faces
your State and T hope we can do something about. it immediately.
I W({Illd take such steps, but as you know we would have to legislate
on this.

Governor Norr. Thank you, very much.

Mr. Danmres. Our next ‘witness is Mr. Darwin W. Daicoff, pro-
fessor at the University of Kansas. Professor, I extend a most
cordial welcome to you. I have your statement before me. I notice
it is rather lengthy. May I suggest, as the previous witness did,
that you submit your stafement for the record. You may summarize
it and emphasize any patticular point that you desire.

Mr. Datcorr. Thank you. T will do just that.

Mr. Dawnters. If there are no objections, Professor Daicoff’s state-
ment will be placed in the record after his oral testimony and the
questioning of the Members.
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STATEMENT OF DARWIN W. DAICOFF, PROFESSOR, UNIVERSITY OF
KANSAS

. Mr. Darcorr. Thank you. In recent ycars a number of investi-
gators have considered the economic consequences of the discon-
tinuance, reduction, or consolidation of military activities. These
have been prompted by local concern about the loss of military in-
stallations, the loss of payrolls and local purchases that we have
already heard of today. The military personnel that are on a mili-
tary installation, however, may have very little economic impact
for the region. They may be housed on the base, they may spend
much of their money in base commissaries, post exchanges, or base
recreational facilities; a military single individual has very little
economic impact. On the other hand, the civilian employee at a
military installation is quite another matter, for he will probably
live in the community, do most of his purchasing in the community,
and have a significant economic impact. The middle ground between
single military personnel and civilian employees are married mili-
tary personnel, for here we have an impact on the local community
not only through individual purchases but also family purchases.

The other major aspect of the base impact relates to local pur-
chases to sustain the operation of the installation. Quite often local
purchases only refers to the fact that they are locally initiated. The
base will initiate the purchase activity, while that purchase may
come from some considerable distance from the locality. Once again
the direct economic impact of a closure may not be ascertained
simply by looking at the number of people and the amount of doliar
local purchasing. What has to be done 1s to look at each individual
case. We must look at the size, structure, and geographic location
of the community affected as well as the particular characteristics
of that community.

Under DOD closure procedures, advanced warning has been given
in the hope that the lead time would better prepare for community
glanning. Our base closure studies indicate that a 1 year lead time is

est. In cases where longer lead times have been allocated, the result
has often been a thwarting of community development plans. Ex-
tended lead time resulted In stagnation of efforts to organize com-
munity recover and often produced false speculation about the
possible future of the installation. In most cases involving existive
lead time, the communities succeeded in arousing early interest by
rivate firms generating jobs on the military installation, but only
igmding these whole efforts thwarted because of an inability to get
at the base facilities.

. With very few exceptions what we have seen in the closures are
the bombshell announcement, as the Governor of Rhode Island was
talking about. Before formal announcements there was very little
to indicate that any of these bases had been slated for closure. With
the closures of the 1960s the citizens were psychologically unpre-
pared and momentary panic was the typical reaction in all of the
communities, In more recent announcements the panic has been
somewhat less, and it may be that some communities are beginning
to anticipate closure actions.
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As an immediate backlash to the closure anrouncement, Con-
gressmen and civic leaders made block appeals to the Department
of Defense to reverse individual closure actions. A very few com-
munities succeed generally not to rescind the closure but to have
some other military activity, move on the base.

Soon after the immediate panic subsided city leaders began to
realize that some kind of economic potential occurred with the
closure; they saw an opportunity to bring industry into the area
and began energetic and extensive community action programs.

In most cases there was a feeling that as you moved away from
the panic, an opportunity situation now d%veloped in the com-
munity, an oppertunity:to have a more diverse economic base and a
contribution to the economic growth of the region. This realization
generally came at about the same time it became clear that the
Deparment of Defense wasn’t going to rescind their order.

1deally, of course, a rapid release of personal property, land,
and structures by the DOD was followed by a concerted community
action to put these facilities to productive use, but the process of
accomplishing this was often quite slow. As is well known, the
regulations governing the disposal of surplus real property pro-
vided for the sale of these facilities with considerable public purpose
discounts. The surplus properties not used for public purposes are
sold by GSA under bid arrangements. The disposal never produces
very much money for the Federal Government. It usually does
accomplish turning these resources back into the private “sector,
toward public purposes.

When you close a military installation, you are left with some
structures. In almost all cases the thing that you end up with that
was of most value was the airstrip. The airstrip in most cases was
transferred to local control and became the eommunity airfield.

Another facility that was quite often used was the base hospital.
This hospital was typically turned into a functioning hospital, a
training hospital, vocational rehabilitation center, or something of
that sort. The dormitories and other facilities of that type tended
to beeome educationally associated, providing the basis for voca-
tional and technical schools, training institutes for State troopers,
junior colleges, satellite universities, and the like. Very few pieces
of property were sold as commercial ventures.

The delay in getting on to the base and getting these pieces of
property for commercial use quite often turned out to be one of
the great detriments to the rate of economic growth and develop-
ment in the community.

Mr. Ioean. Could I interrupt you at this point, Doctor? The
law required that if the Federal Government declares anything
surplus it must first be offered to other Government agencies, an
only when they all say they have no need for it, then it must be
offered to State and Iyocal government, and then only after they
refuse it can it be offered to outside people. I apologize for missing
part of your testimony. I had to make a phone call. During the
(Governor’s testimony, I asked about the business of leasing from
the Federal Government as opposed to buying it through a declara-
tion of its being surplus. Would you comment on that? Has that
been done? Is it feasible in these situations?
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Mer. Datcorr. Let me preface my remark by saying T am at this
point working with the mayor of Topcka, Kans., and his Steering
Committee, on the reuse of Forbes Air Force Base which is being
closed as one of the 1973 closures. We have a unique situation in
which the base will not be closed and declared excess in total, There
will be a continuing SAC use of that installation so that it will be
partial declared excess. The current plans of the Office of Economic
'\ diustment in the DOD is to establish a lease arrangement for that
facility as soon as possible. This is unique. This is the first of this
kind of arrangement. The more typical procedure is to wait until
the bage is cleared, declare it all cxcess, and then, as you say, turn
to civilian usage. We have now a beginning, one case, of a totally
.different system.

Mr. Hocax. Thank you.

Mr. Darcorr. In November 1964, the Secretary of Defense an-
nounced the closing of 80 military installations, to that point the
largest by far of all the base closuves that had begun in 1961. What
we did at the University of Kansas was to conduct a detailed
analysis of these closures and monitor the effect on the local com-
munity for a 3-year period under sponsorship of the U.S. Arms
Control and Disarmament Agency which, as you knew, is charged
with the responsibility to analyse the impact of various economic
‘adjustments due to defense curtailments.

We studied the 80,000 workers displaced by these actions, this
analysis might shed some light on the current closure situation.
‘After the closure, some of the affected areas continued to grow and
some continued to decline. Some areas that had been declining
continued to go down. Some were growing and continued to grow.
There were only two communities that really had been growing
and all of a sudden turned down, 2 out of 93 communities in the
.country that could have anticipated a serious economic consequence.

1f you relate the size of the closure to the size of the community,
as the Goovernor of Rhode Island was just doing, our studies show
that if you have a large impact (let’s say the number of jobs dis-
placed was equal to 5 percent of the population), the chances of a
negative economic trend in that economy were 5 to 1, 5 chances ta 1
that the econemy would turn down in the area if the employment
displacement was b percent or Iore. If it was below that, yeu
wouldn’t see anything. There were too many offsetting forces.

Relatively little unemployment resulted in all these 1964 closures.
That stems from two reasons. Greab offorts were made by the De-
partment of Defense to relocate civilian personnel, and many local
jobs were vacated by Department of Defense personnel and their
dependents. Thus employment opportunities became available to
the small number of local people who lost their jobs either directly
or indirectly as a result ef the reduction in military activity.

With the aid of the Department of Defense relocation program,
.employment problems were largely self-corrected. The general level
of economie activity in the Nation may well have accounted for
what was going on. What we had at that time was a very, Very
robust economy and an economy that could absorb this kind of
reduction with much less detrimental effect than if the economy
had not been as prosperous.

Approved For Release 2005/06/06 : CIA-RDP75B00380R000700070001-1



Approved For Release 2005/06/016?;65CIA-RDP75BOO380R000700070001-1

Let me turn quickly to the manpower studies themselves. As a
part of this analysis ‘we traced these Department of Defense
personnel to see what happened to the individual workers.

We discovered that these workers did adjust their employment
status. Many of them chose to terminate their employment with
the Federal Government. Career terminations were accelerated by
these closures. People were given opportunities to move to other
locations for new jobs within the Federal Government. Some did
move to new locations to accept new Federal jobs, some even moved
and took jobs at lower pay scales.

In these years the Department of Defense manpower and as-
sistance program was unique. There was an automated priority
placement system, the payment of moving expense, income protec-
tion at the same rate of pay for 2 years, provisions for retaining and,
provision for severance pay. The automated central referral system
offered each Department of Defense employee who joined this
system the opportunity to find another job witkin the Federal
(Government, particularly within the Department of Defense, Of
the 48,000 people affected, 32,000 just tock other Federal jobs, while
16,000 withdrew from Federal employment.

One of the things that happened was that the rate of retirement
changed drastically. That is a matter of particular concern for this
committee, let me relate a couple of numbers to you. In the 2L4-year
period between November 1964 and July 1967, at a time when 2.7
percent of all Department of Defense employees left Federal em-
ployment on retirement, 13 percent retired from the 65 defense
installations. In other words, there was a five times as rapid an
increase in retirements from these defense Installations eclosures
than is normal in the Defense Department.

It has been long recognized that the severity of the local economic
consequences of base closure is influenced by the state of the na-
tional economy. In the Iatter half of the 1960’s the adjustment
experience of the communities and the Department of "Defense
civilian workers indicates that there was an overestimation of the
seriousness of the resulting economic distortions. That is to say
that there was an underestimation of the resilience of the local
economies and the adaptability of Federal employees. Against a
background of national prosperity at the time, the affected com-
munities adjusted to the closures with relative ease. This is not to
say that there were no localities or no business sectors that didn’t
suffer, but the overall experience showed that the disaster that was
sometimes forecast did mnot occur. Beyond a high and growing
level of national employment and income, other concurrent trends
affected the adjustment of DOD civilian workers. At that time
total Government employment was rising. Even the DOD was
growing. From the viewpoint of the Government and the workers
the main problem was one of relocation and matching of skills
and jobs.

This reloecation and matching was handled with considerable
skill and success. Base closures announced in April 1973, when
economic growth is much less rapid, when unemployment is high,
and when total Government employment is not rising, may trigger
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more serious adjustment problems. When the history of these
‘closures is written it may tell a quite different story.

Mr. Danigrs. Professor, it occurs to me that the economic situa-
tion prevailing between the period from 1964 to 1967 and today is
entirely different. :

Mr. Daicorr. Yes, sir. :

Mr. Danimrs. We were involved in a war, and we had hundreds
of thousands of young men in the military service. Besides, there
has been a substantial increase in the civilian employment in defense.
We were in a rising economy at that time. Our unemployment level
was low, less than 4 percent. You know conditions today are en-
tirely different, with the war having been scaled down in Vietnam,
practically at a standstill, with unemployment hovering for the
past few months between 5 and 6 percent, In spite of an expanding
economy, and more people at worl, we still have approximately 415
million people out of work today.

The situation existing in these two periods of time were entirely
different. I think the situation that was presented here this morning
by the Governor of Rhode Island paints an entirely different picture.
The question is how do we prepare for this. ‘

T know you have studied this field. T have looked over your back-
ground and prior testimony that you have given. I am wondering
if you have any specific recommendations to make in this area.

For example, you mentioned something about leadtime. What
would be a reascnable and adequate leadtime?

Mr. Datcorr. I can appreciate the Government’s concern about
relocation of an airpert, and cities and States making financial
‘commitments to one particular course of action.

What I am concerned with is that a long leadtime, say 5 years,
is worthless interms of redevelopment programs. All you accomplish
in the community is frustration and concern that maybe it is going
to be changed.

In a case like Amarillo, Tex., one of these communities affected
in 1964, there began to be some interest in using the facilities, and
moving forward to redevelop the area, but it didn’t look like they
were closing it very rapidly, maybe it would be postponed, so
that nothing ended up happening. You didn’t develop within the
community a serious enough concern to move forward in terms of
developing real programs to offset the real economic impact that
may be forthcoming in the community.

Mr. Daxers. ITadn’t that been due to the pressure that may have
been exerted by Members of Congress upon the Department of
Defense, which stalled the proposed closing?

Mr. Darcorr. Yes; you have all sorts of conflicting ambitions at
this time, conflicting motivations. The typical Congressman and
mayor will eay, “Let’s keep the military there as long as possible.
Tet’s keep the employment and the income continuing to be gene-
rated.” The local development people, your economic administration
people, and chamber of commerce people will say, “Let’s get the
‘military out of there as quickly as possible so we can get those
facilities quickly converted to peacetime usage, and we can get jobs
in there on that installation, civilian jobs.” ‘ :
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Mr. Danters. Mr, Hogan brought up a question with regard to
the transfer, or sale, or leasing of property to the Government or
to private enterprise. You know we had a lot of redtape on that
so far as the law is concerned. When an agency of the Government
has no further use for a facility, it must declare it as surplus, and
turn it back to the government, and the Government agency in
charge of that is GSA. GSA then offers it to other agencies of the
Government to see if they have any use for it. It would be rather
senseless for the (Fovernment to go out and buy additional property
when they may have property that can be used by an agency to good
advantage. L

If no agency of the Government comes forward then it is offered
to States and local government for public use. They may even get it
for nothing. On the other hand, if they enter into competition
with private enterprise they have to pay the fair and reasonable
market price for it. That involves a great deal of redtape, and it 18
time consuming. By the time you are able to convert it to private
use, maybe 2 or 3 years—and I have seen cases where maybe 10
years roll by—the local community suffers. It can’t stand still, not
if it is interested in keeping the economy perking.

Mr. Darcorr. If the base closure is a clear one, like some of these
announced in 1973, the closure will occur within 6 months or 9
months. The military presence will leave the installation. There
are cases in the last major closure of 1964 where the total transfer
to civilian use was accomplished between 9 months and a year.

On the other hand, you are certainly right that some of these
closure activities can take as much as 10 years. Ir. Topeka we are
now very intrigued with the possibility of within § months getting
on to the base to begin reuse.

I must in all honesty say that there is great corcern in Topeka,
Kans. today about what precise rules and regulations are going
to be.

Mr. Danters. What did they do with the base in Topeka? Was it
sold or leased ?

Mr. Darcorr. After the April announcement, everything is going
to leave with the exception of some small SAC facility and some
Air National Guard. The rest of it will be declared excess. That
excess may or may not involve sale, as you describe it. There may be
some kind of lease arrangément for the time being, as a unique
new program in this base reuse.

Let me stress once more that it is the anxiety that the local
community feels in terms of the uncertainty of how to deal with
Department of Defense facing this problem that is of great concern..

Mr. Danirrs. Have you taken a IIc)mk at the bill, H.R. 7731¢

Mr. Darcorr. Very briefly, sir.

Mr. Danters. It provides special assistance benofits to Federal
employees unvoluntarily separated due to reduction in force.

Mr. Darcorr. Yes.

Mr. Dantrers. Do you have any comments about this bill?

Mr. Datcorr. This retirement area is one where you have this
great leverage, as I tried to indicate in that 1964 stn y we found a
five-fold increase in retirements on a base closure area. If these
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conditions were to be further liberalized, I presume that there is a
similar leverage on that side of reducing the direct dislocation due
to the closure.

Mr. Daxmeis. OF course you did mention around 1964-1967 that
the number of retirements was five times greater than normal.

Mr. Darcorr. Yes, sir.

Mr. Dantes. Did you inquire as to why there was such accelera-
tion of retirements at that time?

Mr. Darcorr. What you seem to see, by the use of the referral
system is the way we got the data, when there was a job oppor-
tunity in the community, if the economy was doing favorably well,
and ‘there were job opportunities that the individual saw were
available to him, and he had a choice of either leaving Federal
employment, taking early retirement, getting a job, remaining in
his community, or moving to some other place halfway across the
country to an unknown situation, he would take the early retirement.

Mr. Daniers. Did he enter into private employment

Mr. Datcorr. Yes, sir.

Mr. Daniers. To what degree?

Mr. Darcorr. My information showed he took a job in the private
sector. That is as far as I could trace him.

Mr. Danirrs. You don’t have any figures then'?

Mr. Darcorr. No, sir.

Mr. Danizrs. Do you know whether or not this great number of
retirements that took place might have been influenced by the fact
that the retirement benefits around that time may have been im-
proved over what Federal employees were entitled to prior to 1965.

Mzr. Darcorr. No.

Mr. Danters. You didn’t go into that?

Mr. Dazcorr. No, I didn’t.

Mr. Danioes. If you do make a study of it, I wish you would look
into that phase of it too. Because retirement fringe benefits have
been considerably improved over the period prior to 1965,

Mr. Datcorr. We watched the period say 1964 to 1967, and ob-
served the retirements in the Department of Defense in general,
and then the retirements from these particular installations.

Mr. Dawmmrs. Professor, thank you very much. We appreciate
your coming here to give us the benefit of your views.

Mr. Datcorr. Thank you.

Mr. Daniers. The committee will stand adjourned subject to the
call of the Chair.

[Whereupon, at 11:20 a.um., the subcommittee adjourned subject
to the call of the Chair.]

[The prepared statement submitted by Professor Daicoff follows:]

PREPARED STATEMENT OF PROF. DARWIN W, DAICOFF

I welcome this opportunity to discuss the present state of knowledge about
the ecconomic impact of military base closings and to report on our studies
conducted for the United States Arms Control and Disarmament Agency on
this topic. My discussion consists of two parts. First, I will consider those
general local or community economic impacts that have been shown to result
from base closures, and second, I will consider the gpecific adjustment of DOD
civilian personnel to these closures.
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LOCAL ECONOMIC IMPACTS

In recent years a large number of investigators have considered the eco-
nomie consequences of the discontinuance, reduction, or consolidation of cer-
tain defense activities. Some of these studies have focused on the economie
impact of military base closings and particularly on that impact as it applies
to communities located near military installations that experience a cut-
back in aetivity.

General discussion

To put the discussion in focus, it is important to recognize that the economic
interreiationships between a military base and the surrounding community
are considerably different from those relationships between a private industry
and a community. The work-force of defense installations is substantially
supplied from outside the local community ; and when the usefulness of mili-
tary personnel has ceased: at one location, often they are simply transferred
to another site. It is thig transferable nature of the military population which
limits the impact of a change in the level of operation of a military instal-
lation.

1t is common for a locality to be concerned about the loss of a military
installation. The closure of a military base carries with it a loss of military
payrolis and purchases. But before the magnitude of the loss to the com-
munity can be quantified, it is necessary to analyze the actual local impact
of these payrolls and purchases—the question of how economically dependent
a community typically is on a nearby military installation must first be
answered.

The payrolls earned by military personnel may have little or no local eco-
nomic impact, particularly if the base if relatively isolated. Two factors modify
the community impact of the off-base spending of military personnel, First,
most military installations provide housing on the base for at least a portion
of the enlisted men and officers and thus keeps them out of the iocal housing
market; this fact helps to limit the effect of massive and sudden shifts in mili-
tary activities. Second, much of the purchasing done by military personnel
(whether they are housed on the base or in the community) is concentrated
in the base commissary, the post exchange, and the base recreation facilities—
estimates range between one-third and one-half of fotal purchases. In con-
trast, the civilian employee at the base is more typically a patron of local
stotes and service establishments. Thus, the magnitude of the area or regional
eftect due to the existence of a military installation is a funetion of both the
mix and the number of civilian and military personnel.

It is significant that military families sre more imrortant to the loeal
ceconomy than are bachelors or married men whose families are not with them.
Miiitary families tend to live in the community and to spend most of their
incomes there. Employed military dependents tend to be secondary wage
carners who exhibit a mobility parallel to that of the head of the household.
Single men usually live on the base and tend to spend meainly on the base or
in nearbiv large cities.

Tnstallations not located near large cities often procure only very small por-
tions of their supplies and materials in the local area. Though the local pur-
chases of a base constitute a positive economic factor for the community, the
buik of maintenance costs are usually expendad outside the immediate vicinity.
The proportion of installatidn spending that occurs loeally is dependent on both
the reguirements of the base and the facilities of the comraunity. The extreme
situntion oceurs when a bage has almost every commodity and service pur-
chased from firms located’ a considerable distance from the base. In such
a case, base procurement adds little or nothing to the locsl community. There
is some evidence to suggest that base construction spending does result in a
sienifieant local impact. Yet, with all factors considered, the base’s local pur-
chases coupled with the influence of the private purchases made by military
personnel ean be significant to the loeal economy.

In each hase closure the particular circumstances which surround the af-
fected community influence its economic adjustment. This set of ecireum-
stances includes the size, structure, and geographic location of the community
as well as the set of attitudes peculiar to the community. As might be ex-
pected, the larger and more; economically diversified the community the greater
its stability and its ability to adjust to exogenous fluctuations, such as changes
in military activity.
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- Tikewise, the type of military installation involved influences the magnitude
of the impact. For. example, the inherent  differences in input requirements
between a Strategic Air Command base and a shipyard dictate different de-
mands on the adjacent area. The primary factors influencing this demand are
the relative size of the military and civilian components of base personnel and-
the facilities included at the imstallation. Strategic Air Command bases are
typically of only moderate size and are often located near small rural com-
munities. By virtue of their function as a primary defense unit they are
staffed by a large number of military personnel and only small numbers of
civilian employees. A large proportion of the military personnel at such bases
are enlisted men. Of these a substantial percentage have only small families
or are unmarried. In contrast, installations guch ag shipyards are typically
of substantial size and often within or adjacent to large metroplitan areas.
&uch installations are primarily concerned with production and maintenance
and involve a large civilian component with a relatively small military com-
plement. It is these differences that have been shown to account for the vari-
ations in the economic relationships between defense installations and the
c¢communities near them.

~ In spite of increased sales, particularly in the service sector, the existence
of a military installation has not proved to be a special impetus to expansion
of other economic activity in a community. Rather it seems to lead to a feel-
ing of complacency which discourages offorts to broaden the cominunity’s eco-
nomic base or to seek new economie growth-producing activities. In addition,
{lle workforce which would have becn available in the area may be com-
fortably employed by the DOD. Thus the workforce necessary to attract new
industry is not available.

Closure patiern

‘Under the DOD closure policies, advanced warning has been given in hopes
that the lead time would allow for better preparation and planning by the
community. Base closure studies have shown that optimum lead time between
announcenient and actual closure is about one year. In cases where much
longer lead time was allotted, the result was often the thwarting of com-
munity plans. Though lead time was designed to allow a systematic removal
and/or disposal of equipment and facilities to other governmental or private
sources as well as to facilitate the transfer of personnel, extended lead time
resulted in stagnation of efforts to organize community recovery and produced
false speculation about a possible future for the installation. Ii most cases
involving excessive lead time, the community succeeded in arousing interest
from private firms in the possible use of the facilities long before the military
evacuated them. The time lapse between the announcement of the facility
availability and the actual release delayed cffective community efforts to re-
place the military with civilian economic activity.

There are provisions made by Tederal agencies to promote a smooth transfer
of installations from military to civilian control. When an installation is slated
to be closed, the object of the TFederal government is to convert the entire
facility to private or local governmental ownership and/or use as quickly
ag is feasible while protecting the Federal investment in the facility. Though
the General Services Administration oversees much of the disposal of surplus
military equipment and property, the Office of Economic Adjustment (OEA)
in DOD is charged with facilitating the transfer in areas where the magnitude
of the impact is anticipated to be great.

Reaction

With only few exceptions such as Donaldson AFB where it was long under-
stood that closure was planned, the communities learned of the impending
closures through a “pombshell” announcement issued by the DOD. Before
the formal announcement, closure decisions were very clogely kept secrets;
there was little to indicate that any installation would be slated for closure.
With the closure of the 1960’s the citizens were psychologically unprepared
for- the announcement of -what they immediately perceived as economic dis-
aster. Momentary panic was the typical reaction, The more recent closure
announcements have been met with somewhat less panic—it may be that com-
munities are beginning to anticipate closgures. : :
© Tn an immediate backlash reaction,: congressmen ‘and city leaders made
block appeals to the DOD to rescind individual decisions. A few communities:
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succeeded in securing a modifieation of the closure decision—neot in the
form of an order reversal but rather by the creation of new military aectivi-
ties at these installations to affect the closure. In a few cases such as Hunter
AFB at Savannah, Georgia and Amarillo AFB at Amarillo, Texas, the in-
stallations were almost immediately assigned a new activity related to U.S.
military activity in Southeast Asia. Still, for almost all of the installations
the announcement by the DOD stood firms.

Soon after the immediate panic subsided, city leaders began to realize the
economic potential inherent in the closure. The opportunity to secure private
industry to replace the military installation began to appear bright. Extensive
community campaigns were frequently inaugurated to enlist the support of the
entire community in a unified effort to overcome the economic consequences of
the loss. Soon the community consensus was that what had first been per-
ceived as an ominous threat now could be a great opportunity for the city’s
long-run economie growth and diversification.

This realization usually came at about the same time the final adminis-
trative announcement on the irrevocability of the closure was made. On com-
munity request the OEA entered to work with representatives of the local
area to facilitate recovery activities. A major step generally involved the for-
mation of a citizen’s group which was made responsible for charting a course
for reuse of the installation facilities,

Redevelopment

Ideally a rapid release of the personal property, land, and structures by the
DOD was followed by rapld community actions to put these facilities to pro-
duetive use, but the process of deciding the future of the military properties
was often quite involved and lengthy, Potential military uses for the defense
facility and equipment were considered prior to the closure announcement,
but even after the announcement, other Federal uses had to be considered.

Regulations governing the disposal of surplus real property provide for the

bercent. Surplus properties not utilized by public agencies or institutions are
ordinarily sold by GSA on g competitive bid basis. The actual disposal pro-
cedure is such that almost all of the facilities come to be owned by approved
local agencies for approved and heavily discounted purposes. Thus the Fed-
eral government often does not receive much remuneration for the assets but
it does secure a use for the faecilities consistent with the odjectives of Federal
policy.

In communities where mueh private and loeal public re-use of military facili-
ties occurred, economic recovery has been more rapid than in those where
re-use has been minimal. In many cases the first and predominant re-use
was by state and local government agencies.

Often the newly-vacated facility included an excellent air strip and aux-
iliary buildings. In almost every community, the transfer of these air facii-
ties to municipal or local control offered a great boost to the area by providing
a ready-for-use free airport to the city.

Other specialized facilities freed for loecal public or private use were base
hospitals and speeial classroom areas. There were actual operating hos-
pitals which became availakle for immediate use. The hospitals were nearly
always retained in medieal or semi-medical uses—that is as g functioning
hospital, a training hospital, or a rehabilitation center. Theugh such use com-
monly does not impart a particularly large economic impact on the city, this
re-use ecan be viewed as g community advantage sinece the community gained
a valuable piece of soclal overhead capital.

Though not restricted to those buildings specifically designed for academic
instruetion, a very major portion of the re-use of military faeilities in almost
every area was devoted to academic purposes. In conjunction with the educa-
tional activity, the military quarters were often transferred to dormitory unse.
Edueational institutions which located on vacated military bases ranged from
vocational and technical institutes, such as training institutes for state troop-
ers, to junior colleges and satellite campuses of large state universities. Often
the type of educational facility was more or less tailored to the area so as
to meet its special neecds, This is illustrated by the large number of voca-
tional and technical education centers which were established on the closed
military installations.
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The remainder of the properties and lands of the installations were most
-often sold to private industry. These properties are commonly segmented into
-easily handled land units which can be used separately or grouped together
in large packages as they are meeded. The structures in these areas can con-
-sist of various storage and meeting buildings. In addition large machine shops
are often available; installations such as shipyards contain many such work
shops. As the process of site selection and the completion of transfer arrange-
menty are sometimes very time consuming, it is not unusual for the first use
-of the installation to be a local or state governmental project such as an air-
port or school facility with private industry moving in later. Though public
agencies can often operate without a clear deed to the land, private industry
is usually delayed until the entire installation is vacated, allowing it to ob-
tain the facilities permanently.

In some cases, large parts of the installation were taken over by one firm,,
such as Boeing Company or the American Machine and Foundry Company.
In one instance, the situation was unique; the entire installation facility of
Presque Isle AFB-—Presque Isle, Maine was converted to the Skyway Indus-
trial Park in a complete utilization of the facility’s potential,

As an alternative and/or addition to the re-use of base facilities, increased
industrial activity outside the military installation also produced the needed
upsurge in economic activity. Promotional campaigns aimed at utilizing base
facilities and land were also frequently successful in arousing interest in
private industry outside the base.

The 1964% closures

In early 1961 the DOD began a cost reduction program. By the end of
“fiscal 1969 over 1,110 actions had been taken to realign the functions of the
nation’s military installations. The pre-1970 actions resulted in the release of
nearly two million acres of land and the elimination of 212,602 DOD jobs.
‘Though these actions have occurred throughout the period since 1961, the
largest number occurred in 1964-65. Of these the most significant block of
-closures were those announced by the DOD on November 18, 1964, affect-
ing 15 foreign and 80 domestic installations. Although this represented only
about ome percent of the total number of actions, it accounted for a large
part of the total realignment activity. About one-third of all job eliminations
and more than a fifth of the total released acres were the direct result of these
actions. The DOD estimates that these closures resulted in an annual saving
«of $1.7 billion—a figure which represents a quarter of the total savings
realized.

A major study of the realigements in the November 1964 announcement was
sponsored by the U.S. Arms Control and Disarmament Agency. In this study,
selected closures were analyzed in great detail. Since the closures that were
‘studied are among the largest of the earlier pre-1970 period, they probably
produced the greatest impact; a review of the major conclusions from this
study is quite appropriate and applicable to the analysis of current adjust-
ment problems.

After the closure announcement, some of the affected areas continued to
‘grow and others declined. In those communities where the direct reduction
-0f employment due to the closure was large, representing five perent or more
of the community’s population, negative .employment trends outnumbered
positive trends five to one. Where the direct employment loss was between
two and five percent of the population, no identifiable pattern of change in
employment growth related to either the magnitude or the timing of the closure
was. evident.

Relatively little unemployment resulted from the closureg for two reasons:
a) great efforts were made to effect large seale transfer and relocation of
-civilian personnel, and b) many loeal jobs were vacated by DOD personnel
and their dependents. Thus employment opportunitics became available to the
small number of local persons who became unemployed as either a direct
or an indirect result of the reduction in military activity. With the aid of
the DOD’s relocation program, employment problems were largely self-correct-
ing. The general level of economic activity in the nation may well account
for a major portion of the success that these communities have had in off-
setting the effects of the installation closures. The adjustment experience might
have been significantly different had the national economy been less robust.
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ADJUSTMENT OF DOD CIVILIAR PERSONNEL

Let me now turn to the second portion of this discussion and to the specific
adjustment of DOD. civilian personnel to base closures.

Previous manpower studies have indicated deficiencies impeding the effi-
cient and effective utilization of manpower no longer needed by DOD. Among
the most important is geographiec immobility. The economic problems result-
ing from the separation of large numbers of DOD civilian personnel could be
somewhat mitigated by the adoption or expansion of DOD manpower policies.
Of particular importance the those policies designed to increase the geographic
mobility of labor and expand opportunities for vocational training. In view
of the absence of perfect mobility of personnel and the relative non-trans-
ferability of many military s¥ills, the nced for public policy becomes evident.
In the past, significant numbers of DOD civilian personnel have been un-
able to take advantage of job availabilities in different geographic locations;
and it is evident that many retirees and separatees from military service are
not technically qualified to fill many civilian job openings. These problems
must be attacked in order to facilitate the transfer of former DOD per-
sonnel to non-military tasks in society.

A study for the United States Arms Control and Discrmament Agency
highlights the effects of the ¢urtailment of military activitizs on the civilian
labor force. The study focused on the impact on more than 86,000 DOD ecivil-
ian personnel whose jobs were to be eliminated or .transferred as a result
of curtailment actions announced by the DOD in November, 1964.

The curtailment actions forced the DOD civilian employees of the affected
installations to adjust their émployment status in some manner aand resulted
in a much greater proportion of the employees choosing to end their career
with the Federal government than was usually the case. Closure accelerated
the normal rate of retirement. Though DOD guaranteed all displaced workers
equivalent positions at some  location, those who continued their careers as
Iederal government employees often had to take differeut types of government
iobs or move to a new location. Some few accepted lower grade positions
within the DOD, and many who continued to work for the IPederal govern-
ment found it necessary to relocate.

"The adiustments required bf civilian employees took place rather rapidly.
DOD civilian employees adjusted their employment status at a pace much
alead of the actual phase-out or closure of the DOD installations. This sug-
rests that while some had an attachment to the local community, nearly
21l eareer employees preferred some assurance of their job future. More pre-
ciselv. the employvees did not like the uncertainty of continuing employment in
a position which might be terminated in the near future. The dominating factor
which determined the adjustment by the employee was the relative attractive-
ness of alternative employment opportunities whether they existed in the loeal
area or not. Thus, strong economic and social ties did not seem to impede
mobility.

3G:]) manpower and assistance programs eased the process of adjustment.
The nsgistance program included the following operational elements: 1) the
establishment of the Automated Priority Placement System, 2) the payment
of the moving or relocation: costs associated with the acceptance of a new
DO position, 3) an income protection guarantee which assured employees
that their existing rate of pay would be maintained for a two-year period
if they remained DOD employees, 4) the provision of retriining services in
cases where warranted, and §) the provision of severance pay for those work-
ers who resigned from their Federal jobs. Factual information on employ-
ment opportunities within the DOD which permitted the matching of geo-
graphical and occupational preferences was provided to each of the workers.
Desnpite the fact that the system did not account for a maijority of the place-
ments of workers in other Federal jobs, it did play an important role and
incrensed the number of options open to the workers. The provisions for re-
{rnining services widened the workers’ range of emiployment opportunities,
bt these services were not used to anv great extent, indicating some degree
of travnsferability of existing skills between Federal employment and private
markets, :

Retween November, 1964 and July, 1967, 48,434 DOD civilian personnel were
affected by the closure of DOD installations. {(See 'Table 1.) Of the total af-
Tected, 32,418 were placed in’ other Federal government jobs and 16,066 were
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released from Federal employment. Approximately one-third of the employees
chose to accept private employment opportunities rather than to continue
their Federal careers. This high rate of separation occurred despite the con-
giderable effort expended in offering alternative Federal employment. One of
the important factors contributing to this high rate of separation was the
expanding economy. It provided many job opportunities in the local com-
munity. This eliminated the necessity of moving from the local area and
resulted in many individuals choosing to terminate their Tederal careers and
to remain in the same location. The results might have been quite different had
jocal job opportunities been less abundant.

lTABLE 1.—THE EMPLOYMENT STATUS OF DOD CIVILIAN PERSONNEL AFFECTED BY THE CLOSURE OF 65 DOD
INSTALLATIONS, NOVEMBER 1964 TO JULY 1967

Number of Percent of
personnel total personnel

PEISOMMEl .- omemeemmcmacmmmmmasmmecameemeeeesemmmsemsamsessosesoseesos 48, 484 100, 00
Placements._... mmememasa-emeemmmssemeeessoemssassmsoss - 32,418 66, 86
Transferred 7,31 15,07
Other DOD - oo e 20, 871 43,05
Qther Federal_ 2,025 4,18
Other.con-- 2,213 4.56
Separations. ... 16, 066 33.14
Resignations 4,227 8.72
Declinations of job offers - 4,627 9,54
Retirements - 6,535 13.49
OO o oo ammmm s emewmm==—==co—me-m=—-es-cassssessoso-sssses 677 1.39

Source: ‘‘Reports of Civilian Personnel, 1964-1967," Office of the Assistant Secretary of Defense (Manpower), Departs
ment of Defense, Washington, D.C., undated, processed. :

This experience also suggests certain general conclusions regarding the
geographic mobility of different groups of workers., Female workers who are
gecondary wage earners, older workers near retirement age, and younger
workers less committed to continued Federal employment are less likely to
move to accommodate new employment than are older, more skilled, primary
wage earners. Given an acceptable alternative, these latter workers will be
willing to move appreciable distances in order to maintain their career status
with the Federal government. The “younger” workers most often choose new
employment in the local community rather than moving to alternative DOD or
other Federal employment in other localities.

1t is clear that the retirement rate among the employees at the 65 DOD in-
stallations was speeded by the base closure actions. The two and one-half year
period, from November, 1964 to July, 1967, was a time during which about
9.7 percent of all DOD employees left Federal emplpoyment due to retire-
ment, disability or death. The comparable rate for the 65 closed installations
was five times greater—at 13.0 percent.

One should note that during the 1964-67 period the DOD was increasing the
number of its employees due to the expansion of activities associated with
Vietnam. The Federal jobs that were offered to the affected DOD civilian
workers thus came from 1) the expanded DOD civilian employment due to
Vietnam, and 2) the normal annual replacement of approximately five per-
cent of TFederal civilian employees. The situation today is quite different.
First, DOD employment js decreasing, and while there may be employment
opportunities in other Federal agencies, such opportunities will not neces-
sarily match the DOD reduction as there is a poor match between DOD oc-
cupations and those of other Federal agencies. Second, in the nearterm, the
rate of reduction of DOD personnel is likely to be much more rapid than
the very slow rates characteristie of the major installation closures following
the 1064 announcement. If, in fact, only a limited number of alternative
Federal employment opportunities will become available, there will be an
even greater need for maintaining a rapidly expanding private economy.

In light of these conditions, particularly the reduction in the overall size
of the DOD as required by budget cuts, there has been a change in policy.
While civilian personnel will continue to receive significant aid in adjusting
to their change in status, the DOD no longer guarantees each affected person
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another job offer. Even though the guarantee wag ended, the remaining ns-
sistance is still significant and includes: priority rights to vacancies. in other
Defense activities, priority for recmployment, trangportation and travel ex-
penses, information regarding civilian jobs and retraining programs,

CONCLUSION

It has long been recognized that the severity of the local economice conse-
quences of base closures is influcnced by the state of the national economy.
In the latter half of the 1960’s, the adjustment experierice of communities
and the DOD civilian workers indicates that there had been an overestimation
of the forecast serionsness of the resulting economiec dislocations. That is to
say, there was an underestimation of the resilience of the local economies and
the adaptability of Federal employees.

Against the background of national prosperity and growth at the time,
the affected communities adjusted to the closures with relative ease. This is
not to say that no localities or businesg sectors suffered, hut the overall ex-
perience shows the disaster that was sometimes forecast did not occur.

Beyond the high and growing level of national employment and income,
other concurrent trends aided the adjustment of DOD civilian workers. At
the time, total government employment was expanding, even DOD employ-
ment was growing. From the viewpoint of the government and the workers,
the main problem was one of relocation and matching skills and jobs. This
relocation and matching was handled with considerable skill and success.

Base closures announced in April, 1973 (when economic growth has been
much less rapid, when unemployment ig high, and when total government
employment is not rising) may trigger much more severe adjustment problems,
When the history of these closures im written, it may tell a very different
story.

O
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